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The Society 


Incorporated Accountants 


President: Str RICHARD YEABSLEY, C.B.E., London 


Vice-President: EDWARD BALDRY 


Secretary: I. A. F. CRAIG, O.B.E. 


Deputy Secretary: C. A. EVAN-JONES, M.B.E. 


Offices and Library: 
INCORPORATED ACCOUNTANTS’ HALL, TEMPLE PLACE, VICTORIA EMBANKMENT, LONDON, W.C.2 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.S.A.A., and Associates A.S.A.A. 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years.) Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary Exam- 
ination is granted on production of certain 
educational certificates. 

Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 


53 years. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 


There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, South Africa and 
Central Africa, and District Societies in all parts 
of England and Wales, Northern Ireland, and 
India. Students’ Societies and Students’ Sections 
operate throughout Great Britain, Northern 
Ireland, and Eire. 


Members of the Society are not allowed to 
seek professional business by advertisements or 
circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by 
the Council of the Society of Incorporated Accountants. 
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Replacement Costs in National Accounting 

THE NATIONAL INCOME Statistics in this country have 
suffered from the signal defect that they were all gross of 
depreciation. Included in the measure of current output— 
and of income and expenditure corresponding to the 
output—was an unknown something that was really a 
draft upon the national capital in the form of fixed assets 
built up from the economic activity of the past. To cor- 
rect this overstatement a valuation should have been put 
on the missing element, so that against all the gross 
figures of the national income there could then be set the 
net figures applying to current activity alone. Statisticians 
found that they could not arrive at a good estimate of the 
missing element, the depreciation of fixed assets, if it was 
to be reckoned on the replacement cost of the assets. And 
whatever might be thought about the historical costs 


versus replacement costs controversy in business account- 
ing, there is no disputing that in national accounting the 
measure of depreciation must be on replacement costs 
to be meaningful. 

Now, with the appearance of the Blue Book National 
Income and Expenditure, 1956, the Central Statistical 
Office have repaired the omission. Depreciation figures 
related to replacement costs are given not only for 1956 
but also for 1938 and all years from 1948 on. Under the 
description “‘capital consumption” the total for the 
economy is shown at £1,558 million for 1955—reduc- 
ing the gross national product of £16,784 million to a 
net national product of £15,226 million and the gross 
capital formation at home of £2,865 million to a net 
capital formation of £1,307 million. This capital con- 
sumption is also sub-divided by the main types of assets 
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(vehicles, ships and aircraft; plant 
and machinery; dwellings; other 
buildings and works) and by the 
“sectors” owning the assets (persons; 
companies; public corporations; 
central government; local authori- 
ties). 


A New Interim Statement 

THE LATEST OF our large industrial 
concerns to issue an interim state- 
ment is Bowaters Paper Corporation; 
the chairman, Sir Eric Bowater, in 
his statement with the last annual 
accounts, indicated that it would do 
so. The presentation is neat, and gives 
a comparison, not with the corres- 
ponding period for 1955, but with 
one half of the whole of that year. 
‘ The dollar equivalents of the sterling 
sums are shown—a tribute to the 
important North American invest- 
ment of the business. Sales, gross 
profit, depreciation and amounts 
written-off, taxation, net profit, and 
dividends paid or accrued are given: 
and this is as far as any business can 
be expected to go. Some major 
changes in the undertaking, notably a 
large new venture entered into in the 
United States, may clearly make it 
difficult to present the true course of 
the profits in the business six months 
through the year. Even so, to have 
some interim information—and such 
full information as is here given—is 
immeasurably better than having 
none at all, and we do not subscribe 
to the view held by some that interim 
statements of this nature can be 
misleading. It is true that they are 
open to interpretation—but then so 
are annual accounts. 

We have discussed previously in 
these columns the question whether 
interim statements should be audited 
(see ACCOUNTANCY for November, 
1955, page 404). It is to be noted that 
the Bowater statement says “all 
figures are subject to the year-end 
audit.” 


Money from Cows 

AS AN ARTICLE on later pages of this 
issue of ACCOUNTANCY makes plain, 
farmers can obtain more from their 
farm accounts than a satisfied Tax 
Inspector or a satisfactory tax settle- 
ment. The work of the university 
agricultural departments, no _ less 
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than that of the National Agricul- 
tural Advisory Service, has done 
much to make farmers more account- 
ing-conscious and to make their 
accounting more informative. The 
School of Agriculture in the Uni- 
versity of Cambridge has been in the 
forefront of the reformers and 
educators. All connected with farm- 
ing are again indebted to the School 
for another publication that has just 
appeared, the Dairy Herd Work 
Book.* With the aid of this book, the 
dairy farmer will be able to pose the 
pertinent questions about the profit- 
ability of his enterprise—and to 
answer them. The accountant will be 
assisted by it in his job of advising his 
farmer-clients—and in the course of 
doing so will acquire a surprisingly 
wide knowledge of dairy farming 
from the inside. 

The dairy is as complex a part of 
the farm to run as any. This very 
complexity may mask the contribution 
made by the dairy to the profita- 
bility of the farm as a _ whole. 
Milk producers are at the present 
time faced with a narrowing margin 
between costs and receipts, as the 
surplus of liquid milk threatens to 
grow and costs rise. Every dairy 
farmer must now look to his costs 
much more closely than heretofore. 

The Dairy Herd Work Book 
analyses the cost of milk production 
into the five main headings of feeding 
stuffs, grazing, labour, herd replace- 
ment and miscellaneous costs. In- 
structions and explanations of the 
data needed under each heading 
make the task of collection an easy 
one. For recording the data appropri- 
ately ruled columns are provided and 
the destination of totals to be trans- 
ferred indicated. The forms of the 
herd dairy account and the herd re- 
placement account will prove particu- 
larly useful to accountants; and both 
accounts are easily adaptable to other 
animals on the farm. There is a pro 
forma for a monthly record of 
quantity and value of milk disposals 
and the information taken from this 
record can be used to complete the 
blank trading account and to calcu- 
late the trading profit. 


*The Dairy Herd Work Book (Farm Economics 
Branch, School of Agriculture, University of Cam- 
bridge: 2s. 6d. post free). 
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If the outcome is unsatisfactory 
the section of the book on the 
analysis of results should pinpoint 
the reasons. The farmer is brought 
step by step to face the forces 
affecting profits and he is provided 
with a running commentary on the 
various causes of poor results. 
Guidance is given on the calculation 
of a set of efficiency factors—profit 
per cow, yield per cow, total costs 
per gallon of milk, food costs per 
gallon, grazing costs per gallon, cost 
of starch in concentrates, labour costs 
per gallon, miscellaneous costs per 
gallon, herd replacement costs per 
gallon, receipts per gallon of whole- 
sale milk, receipts per gallon of all 
milk and profit per acre. The stan- 
dard values for these factors given as 
an enclosure to the book are based 
upon results from herds in the 
eastern counties, and most farmers 
would probably find it more in- 
structive to compare their own 
ascertained values with those of their 
neighbours, if an interchange of 
figures could be arranged. Evenif that 
comparison is impracticable, the 
trend over a period of the figures of 
the individual farm would be highly 
informative. 

The final pages of the book pro- 
vide a blank form of account in 
which the results of the dairy farm 
for the year may be summarised and 
a budget prepared to illustrate the 
financial effects of any reorganisation 
that may be decided upon after a 
financial investigation on the lines 
suggested by the School of Agri- 
culture. 


Retirement Pensions 

THE COUNCIL OF the Society of Incor- 
porated Accountants is considering 
various schemes by which concerted 
action on behalf of members in 
respect of retirement pensions may be 
advantageous. Members should con- 
sider the possibility of postponing 
any decision regarding an individual 
arrangement until they are informed 
of the steps, if any, that the Council 
proposes to take. It is to be noted 
that the provisions of Section 23 (13) 
of the Finance Act, 1956, allow 
ample time for consideration, since 
premiums paid in 1957/58 may be 
treated for income tax purposes as 
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relating to the year 1956/57. 

The position is at present compli- 
cated by the fact that several 
assurance offices have not yet pub- 
lished their rates of premium for the 
various types of deferred annuity 
contracts, the contributions for which 
may be met out of untaxed income 
under the Finance Act, 1956. It is not 
yet possible, therefore, to make an 
exhaustive or final comparison of 
alternatives. 

Meanwhile, in a contributed article 
on pages 393-5 of this issue we give 
some details of the contracts now 
quoted by a number of assurance 
offices, but these details are subject 
to the reservation that some offices 
may amend their published rates 
during the next two or three months. 
We propose publishing a further 
article in a rather later issue giving 
details of rates at that date. 


£s. d. of Small Business 

UNDER THIS TITLE we discussed in our 
issue of last January (pages 11-12) 
the first results of a small survey of 
private concerns in the Birmingham 
area undertaken by the Oxford 
Institute of Statistics. The Institute 
has now published further findings on 
the accounts of forty-one businesses 
that provided accounts. The aggre- 
gate balance sheet here reproduced is 
a composite one embracing ten 
concerns each with total assets 
exceeding £100,000, nineteen with 
less than £25,000, and twelve with 
something between these two figures. 
The average total assets of all 
forty-one businesses were about 
£66,000. 

Most of the concerns were family 
ones. Rather strangely, a smaller 
proportion of capital resources came 
from directors’ loans in the family 
businesses than in the non-family 
businesses. Only in four instances 
did bank loans represent more than 
5 per cent. of total liabilities; thirty- 
three concerns were independent of 
bank finance. The conclusion drawn 
from the earlier studies of the 
Institute of Statistics was in sharp 
contrast: directors and banks were 
then found to be the main sources of 
external finance. Reliable conclu- 
sions are difficult to draw—not least 
because the balance sheet shows 


merely the year-end position; much 
depends on the trading. 

The assets structure hardly bears 
serious comment. The very small 
sample of businesses, though mainly 
metal manufacturers, are distributed 
over eleven industrial groups of the 
Standard Industrial Classification. 
The authors express some surprise 
that the smaller concerns are more 
liquid than the larger. They appear to 
be uncertain why smaller firms give 
more credit, and presumably longer 
credit. Comments of several in- 
formants, that the large firms could 
help the smaller by settling their 
accounts more promptly, seem to 
have been overlooked. 

The “average” trading-cum-profit 
and loss account (called by the 
researchers an average profit and loss 
account) relates to only thirty-nine 
of the businesses. The ratio of profit 
to turnover is only 6.2 per cent.—an 
astonishingly low figure. Although 
termed gross in the account, it is 
apparently net. The authors them- 
selves contrast the figure with that of 
10.9 per cent. in the analysis made by 
the Inland Revenue of the returns 
of companies, public and private, in 
the same industrial groups. A com- 
plicating factor is directors’ remuner- 
ation, incorporated with wages and 
salaries in the “average” account. 
Just how much of a director’s draw- 
ings can be treated as remuneration 
for services rendered cannot be 
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satisfactorily estimated. Often the 
main consideration is to obtain the 
maximum earned income relief. In 
our previous comments we mentioned 
that the researchers were apparently 
not familiar with tax considerations. 
Similarly now. They make, for 
example, a quite elementary mistake 
over the treatment of directors’ 
remuneration for income tax and 
profits tax. 

Using the data from only twenty- 
six accounts, the authors compute 
the proportion of gross profits paid 
in tax (52 per cent.), representing 
dividends and drawings by directors 
(12 per cent.) and retained in the 
business (36 per cent.). From these 
and other calculations on different 
definitions of “profit” the conclusion 
is reached that the smaller businesses 
retain a rather higher percentage of 
net profits than do the public com- 
panies in The Economist statistics— 
but the authors admit that their 
sample is too small for any general- 
isation on the point to be reliable. 


No Truck with Banking 

THE ANNUAL REPORT of Pye Radio, 
issued last month, gave an account of 
how the company introduced a 
system of paying wages by cheque, 
only to withdraw it on legal advice 
that it might be held to be contrary 
to the Truck Act of 1831 and the 
subsequent amending Acts. The story 
was widely quoted in the national 


AGGREGATE BALANCE SHEET (41 CONCERNS) 1953 


£000 
Shares... - - we bu -. 644 
Reserves .. ie os a oe i a 
Loans... =e <e oe se +s 148 
Creditors a i. ao on ne 545 
Current tax = - i a as 117 
Other liabilities (including dividends) os 54 
Profit and Loss account balance _ — —— 

2,720 


“AVERAGE” TRADING-CUM-PROFIT 


£ £ 
Opening stock plus purchases 
less closing stoc - ‘a 41,030 
Payments to sub-coutractors .. 253 
Fuel, power, heat and lighting .. 1,174 
Materials used .. 42,457 
Wages and salaries 20,142 
Total direct costs ne" ie 62,599 
Directors’ remuneration and fees, 
etc. ae ae in “so 2,534 
Rent and rates .. a os 321 
Depreciation 1,476 
Other costs 9,223 
13,554 
Total costs as “y ce 76,153 
Gross profit (before tax). . a 5,100 
81,253 


*No periods are stated. 


£°000 
Land and buildings “s as 7 . & 
Plant and machinery .. + - Se 
Stocks .. ne - a és —- oe 
Debtors .. és ia ” an -. 568 
Investments oe es ae es se 77 
Cash nae ae 7 c- 
2,720 

AND LOSS ACCOUNT® (39 CONCERNS) 

£ £ 

Net sales .. » 80,841 

Other income am a i 412 
Total income 81,253 
81,253 
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press, but it is worth citing again: 
the possibility that a beneficent 
enactment of more than a century 
ago could be applied in a manner so 
entirely contrary to its makers’ in- 
tentions is something that demands 
notice. 

The Truck Act was intended 
primarily to abolish payment of 
wages in kind, and it effected a 
social reform. Notwithstanding that 
it was passed before the cheque habit 
had taken a firm hold, the Act 
excepted certain payments by cheque. 
But the exception was drafted in 1831. 
The Act calls its beneficiaries “‘artifi- 
cers”—and it applies to a banking 
system that has disappeared today. 
Pye’s legal advisers considered that 
the exception was not wide enough to 
cover their scheme. It is generally 
believed that the spread of the bank- 
ing habit is a good thing: the pay- 
ment of wages by cheque must tend 
to encourage it. In fact some small 
proportion of wage earners has been 
paid by cheque for years past, but 
there have been occasions when 
sometimes the men and sometimes 
their unions have resisted the intro- 
duction of cheque payment. But Pye 
had the co-operation of all parties. 
On any practical view the cheque is 
now the major part of our currency, 
and a bearer cheque drawn by a 
concern of repute is at the very least 
comparable with the early bank notes 
(which the Truck Act admitted as a 
legitimate form of payment). It 
would seem desirable that the 
legality of paying wages by cheque 
should be put beyond question as 
soon as practicable. 


Drawing the Premium Bond Winners 
MANY ABUSES ATTENDED the State 
lotteries of earlier times. There was 
a lottery in 1756, 29 Geo. II c.7., so 
uproarious that the counters of the 
Bank of England were broken down. 
Fraud was rampant, not least in 
regard to the drawing of tickets. The 
drawing was usually done by Blue 
Coat boys; many were the attempts 
made by greedy speculators to bribe 
the boys into dishonest practices. A 
favourite ruse was for the boy to 
conceal a subscriber’s ticket about 
his person, and substitute it for the 
one drawn from the wheel. The true 


winning ticket went into his pocket. 

So prevalent had this evil become 
that in 1775 the Lords of the Treasury 
ordered peremptorily that Blue Coat 
boys should “tightly button up their 
bosoms and sleeves.”’ Their pockets 
had to be sewn up, their hands 
examined, and during their time on 
duty they were required to “keep 
their left hands in their girdles behind 
them, and their right hands with 
fingers fully extended.” As a further 
precaution, the Treasurer of Christ’s 
Hospital was forbidden to reveal the 
names of the twelve boys nominated 
for drawing the lot until the morning 
that drawing began. 

In contrast, those responsible for 
managing the new Premium Bonds 
scheme have ensured that the draw 
shall be completely beyond reproach. 
It would be difficult to draw numbers 
from a drum, if only because there 
would probably be millions of tickets 
or counterfoils. The Post Office 
scientists have, therefore, created a 
robot nicknamed Ernie, short for 
“electronic random number indi- 
cator.” 

Ernie was exhibited at the Radio 
Show, Earl’s Court, in August. But 
he was only a demonstration model, 
capable of selecting two digits. A 
bigger Ernie is now being built. He 
will handle nine digits. His job will be 
to pick out numbers at random. He 
will do so by making use of the 
principle of the roulette wheel, with 
numbers 0 to 9, familiar to summer 
visitors to Riviera casinos. But the 
British “Ernie” Will be far grander. 
He will be equipped with nine rotat- 
ing wheels, or dials, set into motion 
by a sound generated in a neon tube. 
The wheels will move round with an 
irregular motion, and will be stopped 
at regular intervals by an electronic 
clock. The winning number will be 
flashed to a teleprinter apparatus of 
ordinary type, and will be printed by 
it. Everything will move at lightning 
speed. “Ernie,” once he gets going, 
could continue working ceaselessly 
day and night. 

Special provision will have to be 
made for eliminating from the list of 
winning numbers any representing 
bonds already encashed: this opera- 
tion the apparatus will not at first 
undertake, though it may do so 


eventually. 

“Ernie” will be installed at Lytham 
St. Anne’s in good time for the first 
draw on June |, 1957. The engineers 
and mathematicians of the Post 
Office guarantee that he will select 
numbers completely at random, and 
that, unlike those eighteenth century 
Blue Coat boys, he will never have 
anything up his sleeve. 


Prevalence of Companies in 
Australia— 

IT IS PERHAPS only natural to think of 
the public company, with shares 
quoted on a stock exchange, as a 
type of enterprise mainly to be found 
in countries such as Great Britain or 
the United States, where large-scale 
industry has been long established. 
In other lands where industry is of 
more recent growth or on a smaller 
scale, one might expect to find the 
family business predominant. 

However, recent statistics received 
from Australia emphasise the sur- 
prising extent to which the public 
company system is used _ there. 
Between May, 1939, and May, 1955, 
the number of companies quoted in 
the general investment category of 
the Sydney Stock Exchange official 
list increased from 392 to 770. The 
paid-up capital was £256 million at 
the earlier date and £686 million at 
the later. Inflation would admittedly 
account for part of the increase in 
capital, but it would be less important 
as an explanation of the large in- 
crease in number of shares traded— 
from 205 million to 1,051 million. 

In the opinion of Mr. R. Keith 
Yorston, B.COM., F.A.S.A., Who gave 
these figures to a conference of the 
Australian Society of Accountants 
last November (reprinted from The 
Australian Accountant of January and 
February, 1956) the growth in shares 
traded reflects a considerable increase 
in the number of Australians owning 
shares. Many who formerly put their 
savings into a savings bank or a 
Government loan have now become 
shareholders, and the “‘managerial 
revolution,” with companies largely 
directed and managed by persons 
who are not major shareholders, has 
already gone a long way. In a survey 
of 130 public companies Mr. Yorston 
found that the average director’s 
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SIMON’S INCOME TAX 


The Answer to f 


How does the law affect given circumstances ? 

SIMON gives you all the law and shows you it 
Where can | get the obscure legal terms made clear ? 

SIMON explains the law in straightforward lans 
What action should | take ? 

SIMON tells you what to do, and advises on th 
How do | work out the tax and allowances ? 

SIMON shows you by practical examples, easy 
Where can | find the information | want with the minimum of 

SIMON has a comprehensive Index, providing q 
How can | be sure the information is up to date? 

SIMON is kept abreast of developments by a re 
Is the information reliable ? 

SIMON is authoritative; it is the work of ackn 


SIM QN’S INCOM I T AX is therefore the best possible inv 
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x E\ EN A \ EX P ER I cannot know everything about income tax and the law by which it may 
be said to be governed. For that reason nine out of ten leading practitioners and company secre- 
taries rely upon Simon’s Income Tax for guidance. Indeed, so great is the demand that the Second 
Edition was sold out and had to be reprinted less than eighteen months after publication. 


%& The choice falls on Simon because it is one of the very fe 
It covers the whole of the subject, leaving no loop-holes ; 
leaving no room for doubt. The regular Service—so sim; 
the law, whether emanating from Parliament or from the ¢ 
is subject to change after each Budget, while the growth « 
frequent. Simon is safe to use, for it moves and grows with 


* THE AU I HORT } of Simon is beyond dispute—LorpD SIMON’S vast experience in these 
matters, as a revenue lawyer, as Chancellor of the Exchequer and as Lord Chancellor, must have 
been unrivalled. Under his guidance as Editor-in-Chief this Second Edition is the work of an 
eminent lawyer and an eminent accountant—N. E. MUSTOE, @.C., and BRIAN MANNING, F.C.A., 
—supported by an experienced team of lawyers, accountants and officials from the Inland 
Revenue Department. In this way, all practical requirements are met and no aspect of the 
subject is neglected. The accountancy examples are by JAMES S. HEATON, F.S.A.A., and other 
experts, and are models of what helpful specimen computations should be. 


ye From these Five Volumes and the Service which keeps ther 
necessary for the solution of all income tax problems, il 
way. This is a work which inspires confidence and comp 
are ultimately your own best interests—you should invest 
at a moment's notice ! 


“NO ONE... CAN SAFELY IGNORE IT.” 
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BUTTERWORTH & CO. (PUBLISI 


or 
CASH 
To: BUTTERWORTH & Co. (PUBLISHERS) LTD. To 
88 Kingsway, London, W.C.2 (Post Orders) 
Showroom: 11-12 Bell Yard, Temple Bar, W.C.2 (Personal Callers) 

Ple 
Please supply me/us with SIMON’S INCOME TAX, re 
Second Edition in Five Volumes including Index, price to 
63s. per volume. Postage and packing 7s. 4d. extra. ter 
Please also supply the Service Binder and Current ~ 
Service Sheets to 30th September, 1957, at £3 3s., (Pi 
and register me/us for the annual subscription there- the 
after at £3 3s. per annum until countermanded. = 
u 
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To: BUTTERWORTH & Co. (PUBLISHERS) LTD. 
88 Kingsway, London, W.C.2 (Post Orders) 


Showroom: 11-12 Bell Yard, Temple Bar, W.C.2 (Personal Callers) 


Please supply me/us with SIMON’S INCOME TAX, 
Second Edition in Five Volumes including Index. 
I/we enclose an initial payment of £2 12s. 6d. and agree 
to pay seven quarterly instalments of £2 10s. These 
terms include the charge for postage and packing. 


It is agreed that the work will not be sold or disposed 
of in any way without the consent of Butterworth & Co. 
(Publishers) Ltd., 88 Kingsway, London, W.C.2, until 
the total cost of the work has been paid in full. 

The above charge includes the Service Binder and 
Current Service Sheets to 30th September, 1957; please 
register me/us for the annual subscription thereafter at 
£3 3s. per annum until countermanded. 
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Fs work. First, recording the day’s transactions— a nile. 


of other figuring—for which an 


adding machine is needed. 


work for a cash register. Second, a mass 


| MORE THAN A 
m= CASH REGISTER- 


the Burroughs is an adding machine too 


Both sides of retail accounting can be met by one machine... 


o the Burroughs 


= Cash Registering Machine! 


With the Burroughs Cash Register, each customer gets 
an itemized, totalled receipt for all purchases. The re- 
tailer gets a detailed, locked-in audit tape showing the 
day’s “‘cash received” transactions, and an automatic 


ot count of customers. Cash can be balanced at a moment’s 
tag? notice—and the cash drawer can be removed and locked 
ae for overnight safe-keeping or cashier changeover. 


“ <jurroughs 


wnt FOR HIGH-SPEED ACCURACY 


Then, at the turn of a key, the Cash Register converts to 
a rapid adding machine for all routine figuring work-— 
without disturbing the cash total. 

Thus, the Burroughs Cash Register represents double 
value. There’s a model suited to every need. Details 
fromany Burroughsdealer or Burroughs office. Burroughs 
Adding Machine Ltd, 356-366 Oxford St, London, W.1. 
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METROPOLITAN COLLEGE — 


SPECIALISED TRAINING 
for the examinations of the 
INSTITUTE AND SOCIETY 
Association of Certified 
and Corporate Accountants 
Institute of Cost and Works 
Accountants 
Chartered Institute of 
Secretaries 
B.Sc.Econ. & LL.B. (Lond.) 


FELLOWSHIP IN 
MANAGEMENT 
ACCOUNTANCY 
The Metropolitan College provides 
expert postal tuition for the above 


examination, which is held by the Insti- 
tute of Cost and Works Accountants. 


Bi} Full particulars on application. 


Established 1910 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained more than 


9.000 SUCCESSES 


and more than 350 HONOURS, Prizes and Medals 
including 


06 FIRST PLACES 
38 SECOND PLACES 


65 Third and Fourth Places 
* * * 


* WRITE TODAY for a free copy of the College bare 4 Prospectus 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


METROPOLITAN COLLEGE 
ST ALBANS 


FINANCE ACT 1956 
PERSONAL PENSIONS 


Before you make your decision you are invited to con- 
sult the Scottish Equitable for rates and information 


Examples—an annual premium of £500 will produce for 
males at pension age 65 a Personal Annuity as shown below 


£2060 per annum if today’s age is 40 
£1448 ” ” ” ”° ” ”° 45 
£ 959 99 9° 9° 9 > 9° 50 


SCOTTISH EQUITABLE 
LIFE ASSURANCE SOCIETY 


28 St. ANDREW SQUARE, EDINBURGH, 2 
13 CORNHILL, LONDON, E.C.3 


a tes ee le ee CM Mee ge} 
vi 


ACCOUNTANCY OCTOBER 


shareholding was £6,500, although 
the average paid-up capital was 
£370,000. 


—and of Part-time Directors 

MR. YORSTON also made a wider 
survey of the composition of the 
Boards of directors of 340 public 
companies. The results of this survey 
may be usefully compared with those 
of a survey of 445 British public 
companies made by Dr. G. H. 
Copeman and published last year. 
(Leaders of British Industry, Gee & 
Co. (Publishers) Ltd.) 

In the Australian survey, it was 
found that the average size of a 
Board of directors was five, whereas 
in Britain the average was seven. Of 
the total of 1,784 Australian directors, 
only 668, or 37 per cent., were 
executives of the companies to 
which the questionnaires were sent. 


Even allowing for the fact that some ~ 


of these directors were evidently 
executives of other companies—for 
315 of the “‘outside” directors, or a 
further 17 per cent. of the total, were 
classed as “prominent businessmen,” 
“company directors,” “merchants,” 
etc.—the outside director seems to be 
more common in Australia than in 
Britain. For the British survey 
showed that 82 per cent. of directors 
were full-time executives of one 
company, even though they may also 
have been part-time directors of other 
companies. By contrast, nearly 14 
per cent. of Australian directors 
regarded their main occupation as 
professional accountancy, and 
another 6 per cent. were solicitors in 
practice. A further 12 per cent. were 
large shareholders, retired investors, 
graziers and pastoralists, retired 
bankers, physicians, etc. Thus 32 per 
cent. were genuine outsiders, as 
opposed to 18 per cent. in Britain. 

The scale of many industrial 
operations is relatively smaller in 
Australia than here, so that the 
part-time Board services of promi- 
nent accountants and solicitors more 
usually suffice in the Commonwealth 
than in Britain, where it has become 
more common for a successful pro- 
fessional man to go completely over 
to industry, becoming a full-time 
director. 

Another factor is that Britain’s 


past wealth has flowed mainly from 
industry and commerce, whereas 
Australia’s has come chiefly from 
her pastures. If there is such a thing 
as an Australian “‘aristocracy,”’ it is 
in the wealthy grazier-banking fra- 
ternity—people very likely to be 
substantial shareholders in industry 
but not full-time directors. 

Perhaps the larger number of 
part-time Australian directors also 
helps to explain the greater average 
age of Board members in Australia. 
For executive directors generally 
retire on a pension. Whereas in the 
British survey, 9 per cent. of the 
directors were under 40 and 31 per 
cent. between 40 and 49, in Australia 
only 3 per cent. were under 40 and 
16 per cent. between 40 and 49. In 
Britain, 30 per cent. were 50 to 59 
and 23 per cent. 60 to 69, whereas in 
Australia 36 per cent. were 50 to 59 
and 30 per cent. were 60 to 69. 
Finally, in Britain only 7 per cent. 
were 70 or over, whereas in Australia 
13 per cent. were 70 or over. Five of 
the Australian directors were 90 or 
over! 


Automation: Definition—and 
Acceptance? 

AT THE BEGINNING of September the 
British Association and the Trades 
Union Congress found themselves 
discussing automation almost sim- 
ultaneously. The T.U.C. were sen- 
sible in their acceptance of the 
inevitable and their rejection of 
Luddite arguments, which must al- 
ways appeal to many on the shop 
floor. 

In the British Association pro- 
ceedings the day before the point of 
most general interest was Lord 
Halsbury’s renewed protest, which 
he later elaborated in a letter to The 
Times, against the word “automa- 
tion” itself. It has now come to be 
used, he suggested, with such a wide 
variety of meanings as to be almost 
meaningless: in various contexts 
“advancing productivity,” “‘produc- 
tion engineering” and even simply 
*‘mechanisation” can be substituted 
for it without altering the particular 
speaker’s meaning. And as_ the 
semanticists have so often pointed 
out with reference to much older 
words, like “truth” and “‘freedom”’, 
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there can be great danger in the use of 
words when they become as impre- 
cise as that. 

It seems probable that few of the 
British Association and  T.U.C. 
speakers had found time to read a 
book published a little while before 
their meetings—Dr. Einzig’s The 
Economic Consequences of Auto- 
mation, reviewed elsewhere in this 
issue. As to definition, Dr. Einzig 
prefers “the broadest possible inter- 
pretation of the term,”’ which he says 
may shock technologists but serves 
the purpose of the economist; the 
automation that takes more and more 
of productive processes out of direct 
human supervision merely increases 
the pace of a process that has similar 
effect if it is confined to conventional 
mechanisation. He does not press this 
point, for his whole book is recog- 
nition of the fact that automation is 
important precisely because it so 
magnifies the effects of simple mech- 
anisation; but it is interesting to see 
the difference in accent between his 
approach and that of Lord Halsbury, 
who would confine automation 
strictly to transfer machining, auto- 
matic assembly, control engineering 
and data processing—and would 
then abolish the word in favour of 
these four precise terms. 

The T.U.C. debate assumes greater 
interest in the light of Dr. Einzig’s 
book, in which he casts the trade 
unions as the villains of the piece. 
While accepting that “‘the desire to 
mitigate hardships is understand- 
able,” he insists that feather-bedding 
can cancel a great part of the benefits 
that automation can produce; and 
writing his postscript to the book in 
June this year he draws on the ex- 
periences of the early summer to 
support his argument that the unions 
are in fact not prepared to accept 
automation in any real sense of the 
word “‘accept.”” No one imagines that 
the resolutions passed by the T.U.C. 
are to be the law and the gospel for 
the unions for the year ahead, but it 
is to be noted that the Congress, in 
saying that there should be full con- 
sultation of employers and workers 
before automation is introduced and 
that consumers must reap much of 
the benefit in lower prices, were say- 
ing no more than majority opinion 
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in the country probably regards as 
reasonable. Let the non-unionised 
worker whose only tools are book 
and pen observe, however, that the 
T.U.C. considers automation will 
come much more quickly in the office 
than in the factory. 


Comparative Statistics—Housing 
“YOU CAN PROVE anything with 
figures,” says the cynic, meaning 
that you can prove nothing with 
them. Some summaries issued by the 
diligent compilers of statistics cer- 
tainly hold dangers for the unin- 
itiated or unwary: often only the 
expert in the particular subject can 
appreciate the pitfalls. The consci- 
entious local councillor, for example, 
if he came across a copy of Housing 
Statistics—1954-55, an annual pub- 
lication of the Institute of Municipal 
Treasurers and Accountants, and 
worked his way through its tables, 
might harry his officials with ques- 
tions based on startling comparisons 
of costs. But this very meritorious 
attempt of the Institute to summarise 
the voluminous transactions and 
facts on council housing can be 
a rather dangerous document in the 
hands of those who, like our con- 
scientious councillor, do not possess 
the specialist knowledge for inter- 
pretation of the close detail in this 
statistical report. 

It is hardly possible to indicate 
the numerous variations in local 
circumstances by way of notes, and 
only the expert can guess at the rea- 
sons for some of the wide variations 
among authorities. For instance, the 
cost per dwelling of supervision and 
management shows a wide spread. 
The Ministry of Housing and Local 
Government issues directions on the 
items to be included under this 
heading, so that the dispersion is 
somewhat surprising. Certain local 
peculiarities—scattered estates, dif- 
ferent methods of rent collection 
and so on—might cause some varia- 
tion, but how account for a differ- 
ence of £10 per dwelling? Central 
administration costs of councils are 
probably allocated in different ways 
(see the note in these columns last 
month, page 347)—and, if so, here is 
a strong argument for trying to 
obtain uniform practice. 
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Another entry in the statistics that 
varies widely among the authorities 
is the capital cost of dwellings. 
Variations in land values and in the 
condition of sites before erection are 
probably main factors accounting 
for the wide range, and local differ- 
ences in wage rates may be another. 
But there are many other possible 
factors—the size of sites, whether or 
not the services (roads, sewers, gas 
mains and the like) are already in- 
stalled, and so on. 

Repairs costs vary greatly, and 
cannot be properly compared without 
further information. Some authori- 
ties make their tenants responsible 
for certain internal repairs; others 
supply the materials on a “do it 
yourself” plan; and there are further 
variations in the work for which the 
authorities will accept responsibility. 

In general, the Institute’s return 
might be much improved if a simple 
method of coding could be devised, 
enabling the notes on variations to 
be expanded. 


Failure of an Accounting 
Department 
IT IS UNUSUAL for the accounting 
department of a large public com- 
pany to “make the headlines” for 
failing in its job. This is what hap- 
pened to the accounting department 
of Metal Industries Ltd.—at least, it 
made the headlines on the financial 
page, even if Nasser, Eoka and 
Company still share the first page. A 
report by Cooper Brothers and Co., 
who were appointed by the directors 
of the group as investigating ac- 
countants, pinpointed among the 
reasons for the recent bad results of 
the company “bad accounting” and 
“inaccurate budgeting and costing.” 

The group developed in recent 
years into an investment holding 
company with a variety of industrial 
investments, and an enterprise of 
this kind must have “a_ strong 
secretarial and accounting organisa- 
tion to co-ordinate the administra- 
tion and accountancy of the group.” 
But “there have been no strong 
secretarial or accountancy depart- 
ments.” 

The confidential part of the report 
set out how the two departments 
should be reorganised so as to supply 
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the Board with the services and in- 
formation it needs for the manage- 
ment of the group. The new chairman 
states that the conclusions and recom- 
mendations of the investigating ac- 
countants have been unanimously 
accepted by the Board, which has 
largely been changed in _ recent 
months. There is now a new Financial 
Director, a new Secretary, and a new 
Chief Accountant. 

The report of Cooper Brothers 
criticises also the introduction three 
years or so ago of a “so-called 
system of functional control.” 
Managers of the group were then 
given the general control of par- 
ticular functions throughout all the 
companies in the electrical division. 
Senior executives were thus rermoved 
from their executive positions and 
the day-to-day control of each 
individual business was taken away 
from those who understood it inti- 
mately. The effect, in the present 
chairman’s words, was to blur the 
clear lines of responsibility and, in 
the words of the investigating ac- 
countants, to cause friction and loss 
of confidence. Functional control 
ceased in the group about a year ago. 
The general lesson for others is not 
that functional lines of responsibility 
in a large group are necessarily un- 
workable but that they cannot be 
allowed to cut across a “family tree” 
with roots deeply bedded in the 
managerial experience and knowledge 
of executives of the component units. 


Amortisation of Aircraft 

CONGRATULATIONS GREETED British 
European Airways for having made a 
net profit of £603,600 for the year 
that ended on March 31, compared 
with a profit of only £63,000 in the 
previous year, and for having cleared 
the debit balance brought forward 
from profit and loss account. But 
even as the cheers reverberated, some 
critics harshly pointed to page 87 of 
the 88-page annual report, on the 
amortisation of the fleet of Eliza- 
bethans and Viscounts. Apart from 
three new Viscounts that are being 
amortised over seven years by equal 
annual instalments, the fleet is 
amortised by the following fractions 
of original cost: first year, one- 
twentieth; second year, one-fifteenth; 
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third year, one-tenth; fourth year, 
one-eighth; fifth year, one-sixth. The 
application of this formula meant 
that 9.6 per cent. of original cost was 
amortised last year. One critic vul- 
garly comments that the net profit 
would have been “knocked silly” if 
the whole fleet had been amortised on 
the basis now being applied to the 
three new Viscounts. 

The formula does indeed seem a 
curious one. Apart from the im- 
portant questions whether in these 
days of transonically rising costs 
something should be set aside to 
allow for the difference between 
original and replacement costs and 
whether some technical assessments 
might have been quoted in the report 
to explain why the writing-off of 
about one-half of original cost in five 
years is fast enough, an accelerating 
fraction instead of a constant one 
turns upside down the curve of 
depreciation that is normally applied 
to reducing balances, when a straight- 
line basis is not used. 

The British Overseas Airways Cor- 
poration tells its owners—the British 
public—less in specific terms about 
its amortisation practice. It has, it 
says, always applied the principle 
that obsolescence charged to the 
operating account should be related 
to the useful life of the aircraft. A 
review made last year resulted in a 
lengthening of some assumed lives 
and a shortening of others. It is 
added, however, that the Corpor- 
ation considers that “reserves must 
be created for the replacement of 
aircraft at increased prices and that 
substantial sums must be set aside 
for such purposes as profits allow”— 
but the last three words limit the 
rigour of the accounting. 


Shorter Notes 


New Joint Secretary of Cost and Works 
Accountants 

We have pleasure in congratulating Mr. 
Derek du Pré on being appointed Joint 
Secretary of the Institute of Cost and 
Works Accountants. Mr. du Pré has 
been editor of The Accountant since 1947 


and a member of its editorial staff since 
1937. He has held appointments as 
honorary public relations officer for 
specific occasions to various professional 
accountancy bodies, and in 1952 he was 
appointed honorary public relations 
officer to the Sixth International Con- 
gress on Accounting held in London. He 
was also a member of the panel of 
judges for The Accountant annual 
awards for company accounts. 


Solicitors’ Accounts and Accountants’ 
Certificates 

In the Professional Note on page 346 of 
our September issue, it was stated that 
solicitors must keep a record of all bills 
of costs delivered to clients, “distin- 
guishing profits, costs and disburse- 
ments.” This should have read “dis- 
tinguishing between profit costs and 
disbursements.” 


Control of Hiring and Hire Purchase 
Two amending Orders have been made 
by the Board of Trade. The Control of 
Hiring (No. 2) Order, 1956 (Statutory 
Instrument 1956, No. 1269) makes 
illegal any hiring agreements for con- 
trolled goods for a definite period of 
less than nine months. The exemption 
where the hirer is not in possession of 
goods for more than twelve days in any 
period of twenty-eight days no longer 
applies if there is an agreement to hire 
the goods to other persons on the same 
premises for the remainder of the 
twenty-eight days. Charges must be 
ascertainable in advance. The Hire 
Purchase and Credit Sale Agreements 
(Control) (Amendment) Order, 1956, 
amends the requirements relating to 
capital goods where progress payments 
are made; extends the control to shop 
and office furniture and fittings and 
mechanically-propelled vehicles; pro- 
vides that where plant and machinery is 
delivered in parts, the date of delivery 
is that of completion; and makes amend- 
ments relating to contracts covering 
installation of plant and machinery, and 
to credit sale agreements for less than 
nine months. The Orders are published 
by Her Maijesty’s Stationery Office, 
price 3d. each (by post 5d. each). 


Management Conference on Profits and 
Living Standards 

The programme of the conference on 
Management — Profits — Living Stan- 
dards, to be held in Harrogate from 
October 31 to November 2, contains the 
following papers of particular interest 
to accountants: “‘Inter-firm comparison 
of financial ratios—their value to man- 
agement,” by Mr. E. H. Davison, 
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A.C.A.—discussion to be opened by 
Mr. K. Adams, A.s.A.A. “Conservation 
of cash resources in the small business,” 
by Mr. R. Warwick Dobson, F.c.w.a. 
“Developing the industrial accountant,” 
by Mr. W. R. Spencer, director of 
Urwick Orr & Partners, Ltd.—dis- 
cussion to be opened by Mr. F. Clive de 
Paula, T.D., A.C.A., F.C.W.A. “The role of 
the joint stock banks in _ business 
finance,” by Mr. F. S. Bedford, assistant 
general manager, Barclays Bank Ltd.— 
discussion to be opened by Mr. Ian W. 
Macdonald, c.a. “Methods of recruit- 
ment for the boardroom,” by a speaker 
to be announced—discussion to be 
opened by Mr. W. L. Barrows, F.C.A. 
As announced in out last issue (page 
378), the conference is arranged by the 
British Institute of Management. The 
theme of the conference will be intro- 
duced by Dr. the Rt. Hon. Charles Hill, 
M.P., Postmaster-General. 


Restrictive Practices 

A handy yet comprehensive guide for 
businessmen has been issued by The 
Federation of British Industries (price 
4s. from the Federation at 21 Tothill 
Street, London, S.W.1) under the title 
Restrictive Trade Practices Act, 1956. 
The Act is summarised, the ““when, how 
and in default of which” of registering 
agreements are succinctly explained, 
the salient facts about the Restrictive 
Practices Court given, the prohibitions 
on enforced resale prices detailed. The 
writers have done their work meticu- 
lously and, apart from factually sum- 
marising this complex legislation, they 
bring out a number of new points—as 
that the Lord Chancellor will relax the 
normal rules of evidence in the Re- 
strictive Practices Court, so that sta- 
tistics can be produced without their 
compilers having to be in Court. 


LPL. 

The initials stand for the latest of the 
international organisations, the Jnter- 
national Finance Corporation, an affiliate 
of the International Bank for Recon- 
struction and Development. The United 
Kingdom is a member. The Corpora- 
tion has an authorised capital of U.S. 
$100 million and may borrow on its 
own bonds or other obligations, but will 
probably not do so in the early years. 
It will invest in private enterprise in 
member-countries (at first only in 
the less developed countries), without 
government guarantees; will help to 
stimulate private investment, domestic 
and foreign; and will serve as a clearing 
house to bring together borrowers, 
lenders and management. 
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EDITORIAL 


Further Outlook—Unsettled 


AST month there was talk of an autumn Budget as 
oe of the economic consequences of Colonel 
Nasser. It now seems as though we are likely to be 
spared this particular rigour. The events between Suez 
and Port Said will have bad enough repercussions upon 
the British economy in all conscience, and it is certainly 
not evident that another autumn Budget would make 
things any better. If domestic demand is still running too 
high—as it might well be, even without allowing for the 
Suez squeeze upon imports—then an increase in direct 
taxation would be too slow in stemming consumers’ 
excesses, apart from being unreliable in doing so. The 
purchase tax is to hand as a better instrument for turning 
the public away from the shops: disliked as it is, we must 
not overlook that the dislike springs from its very 
efficacy in curtailing consumption. And the average rate 
of the tax can be lifted without a Budget. 

Again, of all the measures invoked in the past year or 
so for easing the load of excess demand on the British 
economy, the regulations on hire purchase, which also 
fall outside the Budget, have had the most conspicuous 
success in achieving their purpose. There has been a 
marked falling-off in the demand for the durable con- 
sumables popularly bought by hire purchase—more 
important, the switch of resources, including labour, 
from the industries making them is showing itself un- 
mistakably. A further tightening of the hire purchase 
screw—perhaps, to be exact, it ought now to be the 
credit sale screw—is a measure that Mr Macmillan must 
surely be keeping in his first line of reserve reinforce- 
ments. 

Two things, in the present blurring of the economic 
prospect, seem to be sufficiently clear. The first is that 
there should be no question of increased taxation simply 
because the Exchequer returns are less favourable than 
they were expected to be when the Chancellor last 
budgeted. The significant issue is whether the pressure of 
demand in the economy upon real resources is too great 
and if it is how best to ease it. In deciding upon that issue, 
further “‘forced saving” through the Budget may have to 
be resorted to—but the decision must be taken not be- 
cause of the financial showing of the Exchequer, but 
because no better way can be found of reducing demand. 
The second point is that it is consumers’ demand which, 
along with the government’s demand for capital goods, 
should be forced down. It would be dangerous for this 
country to tolerate further discouragement of investment 
in its industries—with the exception of any investment in 
the consumers’ goods industries that did not manifestly 
offer really large reductions in operating costs. From this 
second point, there must spring a grave doubt whether 


those are right who urge still further increases in Bank 
Rate and other interest rates. There has been a consider- 
able decline in the stocks held by industry, a good effect 
of higher interest rates, but one that can doubtfully be 
carried much further. The danger is that still higher in- 
terest rates would induce such a depressed outlook in in- 
dustry that, quite apart from the more direct and imme- 
diate effects of having to pay more for loans, our in- 
dustrial re-equipment would be set back several years. 

The recent pronouncements of the Chancellor upon his 
economic policy were fairly reassuring on this issue— 
listening between the lines one deduces that he is anxious 
to safeguard the building-up of British industry on the 
foundation of reinvestment in its fixed assets. What is less 
evident is whether his renewed excursions into what might 
be called economic policy by persuasion of pressure- 
groups is likely to succeed. The process, picturesquely 
termed “ear-stroking”’ by Professor Dennis Robertson— 
as one strokes the ear of a stubborn mule—is now being 
applied by the Chancellor to the trade unions. They are 
told, very strangely as it seems to us, that only a short 
distance separates their aims from those of the govern- 
ment. But the recent Trades Union Congress made it 
abundantly clear that their immediate objective was to 
push hard for further and early advances in money wages 
and, whatever may be said of the possibility of showing a 
reconciliation of long-term objectives of workers with 
those of government, this immediate objective is one that, 
in the seeking even apart from the realisation, would 
threaten the whole British economy. If there is an over- 
load of demand at present, it may still be manageable 
without dire effects, but a renewed wage inflation this 
winter would be calamitous. Appeals and abjurations 
seem a very weak prescription for averting this peril. As 
far as one can see anything by crystal-gazing at this time, 
the picture is one of growing strife in industry as the only 
alternative to submission to demands for large wage 
advances. Perhaps the unions will at least relearn from 
the motor strikes of the summer the lesson that they 
should surely have committed to their hearts during the 
last half-century—that to strike on a falling market is 
folly. That lesson may cause strikes to be avoided in rail 
transport and passenger road transport—both of which in 
any strict sense must now be classed as depressed in- 
dustries—but would not prevent them in the engineering 
and other industries. 

In this conjuncture it is doubtful indeed whether Mr. 
Macmillan’s ‘“‘middle-of-the-road” speeches will be 
sufficient to solve the coming difficulties—and it is to be 
remembered that the man who walks on the white line is 
most likely to be run over. 
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There’s news... excellent news . . . for every one interested in 


all-purpose adding-calculators. Monroe models in this category, both hand 


and electrically operated machines, have been restyled and re-designed Miss Monroe's excited, 
She’s highly delighted, 
to give simpler, smoother, faster operation than ever before. These At news that will soon be the talk of the 
; . , . town... LN’s! LA7’s! 
new LN’s and LA7’s are streets ahead of anything else in their Cale 00 talent eee 


class. But there’s more to it than this. Improved production Their quality’s UP and their prices are DOWN ! 


methods, geared to the growing demand for this type of 
calculator, have actually enabled us to reduce prices. 


Monroe Calculating Machine Company Ltd., 
Bush House, Aldwych, London, W.C.2. 


This is the LN-160 z a : COVent Garden 0211 


... an entirely new model 


incorporating all the latest improvements 
and precision-built to give an 
incomparably smooth and satisfying 
action. Test it for yourself. 
It may well prove to be perfectly adequate 


for all your requirements — 


though it costs only £85! \ -3 
\ 
Panton Please write for full specifications. X ‘ ~® 


ml 
YV Va TV 
Pe a 
‘ 4 
{ /. th you /_é 
ta a # RS 
Yypyrenn — eggs % 
TTL le ~ on 
oe 
SS ' 
APT F im, 
SS SS a 
a 
wee. ize. Sn a 
Be cy 3 C8. De Qa J Fe 
= P : a et te ; : f | a n 


TO BEAT 
THE SQUEEZE 


The new Anson Mercury Recorder will provide 
an effective answer to your increasing problem of 
overheads. Just one writing gives three postings 
simultaneously, saving time and money and 
yet increasing clerical output. 


SALES l. . . . as Statements go out on time 
LEDGER money is received on time. Journal and 
WORK Ledger produced simultaneously. 

PURCHASE 2... . tight control of this section will 
LEDGER produce maximum discounts and benefits. 
WORK Remittance Advice, Journal and Ledger in 


one operation. 


PAYROLL 3.... Anson Payroll will produce savings 


WORK up to 100% for every £ invested every 
year. P.9., Payroll and Payslip in one 
operation. 

STOCK 4... . the mountain of wasteful slow 


CONTROL moving stock tying up your money is 
reduced to molehill size, releasing valuable 


capital. 


MULTIPOST 


NS ON ACCOUNTING 


" cra cael COUPON SO ROeeweeooee2ee24 


| GEORGE ANSON &CO.LTD. | 
i Anson House, 58 Southwark Bridge Road, London, S.E.!. 1 
i Tel: WATerloo 3746/9 1 
{ Please send full details of the ANSON MERCURY RECORDER 
1 NAME 
TITLE ! 
COMPANY H 
ADDRESS : 
F I 
{ Please tick applications of interest: i 
: O Sales Ledger CD Purchase Ledger ! 
i O Cash Book and Receipts D Stock Control 1 
O Traders’ Credit Payments 0 Costing ! 
i 0 P.A.Y.E. 0) Other applications 1 
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FOR MEN WHO DICTATE LETTERS 
AND FINANCIAL POLICY 


— DICTATING MACHINE 
As used by 
THE SOCIETY OF INCORPORATED ACCOUNTANTS 


Supplied by the GRUNDIG Specialists 
RECORDING MACHINES LTD. 


119 VICTORIA STREET * LONDON: S.W.1 
Tel.: Tate Gallery 0326 
Branches: BIRMINGHAM * SOUTHAMPTON 
Write for details of country-wide sales and service arrangements 


THE TECHNIQUE AND 
PRINCIPLES OF AUDITING 


By Andrew Binnie and Brian Manning. 

Second Edition by Brian Manning. 35/- net. **. . . bears 

all the marks of a classic. It is full but concise, detailed but 
never oblivious of the essential principle. And, 

apart from this, it gives to the reader that feeling of 
rightness which differentiates a classic from a standard book, 
however meritorious . . . a most authoritative 
interpretation of, and guide to, the duties of an auditor.’’— 
Financial Times. 


INTERNAL AUDITING 


By A. C. Smith. An introduction to the audit of Industrial 
Management accounts with some consideration of the 

effect of modern management systems, accounts, and 
Statistics, as they affect the control of the business. 21 /- net. 


INTEGRATED COST AND 
FINANCIAL ACCOUNTS 


By G. B. Souster. A useful book setting out the principles 
and advantages of the integration of cost and financial 
accounts, and illustrating their application with 

examples. 10/6 net. 


PITMAN 


Parker Street, Kingsway, London, WC2 
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There is a need for putting before the accountancy profession 

the steps taken by the Ministry of Agriculture to provide 

facilities for advice on the economic and financial aspects of the farm 
business, as distinct from that given and readily accepted on its 
technical problems. Further, “farm management work’”’ is based 

on some form of records, mainly those of a financial character, 
which lend themselves to analysis leading on to management 
decisions. With these considerations in mind this joint article was 
written to cover, as far as possible, the fields of both the adviser 

and the accountant. 


Advising The Farmer 


Réle of the Accountant and the National Agricultural Advisory Service 


by Arthur Jones, M.A., B.SC., B.LITT., Chief Farm Management Adviser, Ministry of Agriculture 


and §. V. P. Cornwell, M.c., M.A., F.C.A. 


IT IS ONLY when the farmer, on the one hand, realises the 
value of accounts and the accountant, on the other, 
appreciates the need for presenting them in a form in 
which they can be used for management purposes, that 
the adviser is in a position to diagnose the case and, if 
necessary, recommend corrective action. 


Measuring Efficiency 

Generally speaking, the farm management approach used 
and continually developed in the National Agricultural 
Advisory Service provides methods and techniques that 
are adequate for most of the reorganisation and planning 
problems farmers are concerned with today. In farming 
it is difficult—indeed dangerous—to look at the problem 
of production in isolation, that is, the absolute efficiency 
of one department without reference to its contribution to 
the economy of the farm as a whole. This, for example, is 
particularly true in the case of labour and machinery use 
and requirements. The approach, therefore, to increased 
efficiency and greater productivity is how to fit together 
the many and differing enterprises into an effective overall 
economic unit. 

In determining what enterprise or combination of 
enterprises is likely to give the farmer the most profitable 
return, consideration must be given to availability of 
capital, labour, and many other factors, not the least 
important being the managerial skill of the operator 
himself. There is no single or simple yardstick that will 
enable the farmer to assess the efficiency with which he is 
using his resources, and a number of efficiency indicators 
or standards are used in budgeting for the most suitable 
and profitable farm plan. 


D 


A complete analysis and assessment of financial and 
physical data is made in order to arrive at conclusions of 
general efficiency in relation to farm income—output, 
cropping and livestock intensity—and on the input side 
the general efficiency of labour and machines in terms of 
net output per £100 labour and power. Further analyses 
can reveal a number of other efficiency indicators within 
farm enterprises, such as livestock output per £100 
feedingstuffs; milk sales per cow and per acre; gross 
fertiliser cost per 100 acres; yields of eggs per bird; pigs 
weaned, and so forth. In other words, methods and tech- 
niques of measuring efficiency are part and parcel of farm 
management advisory work. 

The following table, based on actual farm records, in- 
dicates the kind of management material a farmer re- 
ceives from the advisory officer if the necessary basic 
financial data have been furnished. 

There are other efficiency or performance standards 
that could be added, but the above limited number clearly 
shows where lie the weaknesses in Farmer B.’s organisa- 
tion, particularly when his results are compared with 
Farmer A. and the average of twenty-six other small 
farms. 

On the assumption that some financial records, even in 
simple form, are available (more will be said of this 
aspect later), the district advisory officer is today trained 
to offer advice on the financial as well as the technical 
aspects of farming. Four major steps were taken by the 
Ministry to make it possible for the district advisory 
officer and other husbandry officers of the National 
Agricultural Advisory Service to become effective farm 
management advisers. 
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SOME EFFICIENCY FACTORS 
Standard * 
Farm A Farm B (High) 

Size of farm .. P 42 acres | 49 acres 
Gross output per acre £66 £26 £58 
Milk sales per acre ae £49 £18 £39 
Production of pigs and | 

poultry per acre £11 £5 £10 
Number of cows in herd 17 9 one 
Milk sales per cow .. £118 £94 £116 
Feed purchases per acre £24 £9 £20 
Acres per livestock unit 1.7 3.0 1.9 
“Feed’’ acres per livestock | 

unit .. ive i i 2.9 3.8 3.0 
Labour cost per acret n £13 £14 £14 
Gross output per £100 labour 

cost .. - ie ma £506 £180 £400 
Total costs per acre , £45 £26 £40 
Net FARM INCOME per acre .. £21 Nil £18 
Value of labour of farmer and 

wife per acre i £11 £10 £10 
MANAGEMENT RETURN +£10 —£10 +£8 


* Average results of 26 small dairy farms. 
+ Including value of labour of farmer and wife. 


The Need for Training 

The first step was to appoint an agricultural economist on 
the staff of each provincial agricultural economist to act 
as a liaison officer between the Provincial Economics 
Service and the National Agricultural Advisory Service. 
Secondly, to make him responsible for arranging and 
conducting, in collaboration with his colleagues, a series 
of “‘in service” training courses in farm management. 

These courses have been held throughout England and 
Wales and all district advisory officers have now been 
through one or more such courses. The training they have 
received in the principles of farm management and in the 
use of techniques associated with this form of advisory 
work has in a relatively short time enabled them to offer 
advice on questions which are becoming more and more 
economic in character. 

The scope and content of these courses do not neces- 
sarily follow the same pattern in every county, but they 
are all designed to give the technical man a sufficient 
foundation and appreciation of farm economics to enable 
him to deal adequately with the financial as well as the 
husbandry aspects of farming. He is, for example, taught 
how to handle farm financial accounts; how to arrive at 
production standards; how to calculate efficiency indices, 
and above all, how they should be interpreted. Further, 
in the last year or so increasing attention has been given 
to budgeting, particularly partial budgeting, when the 
farmer contemplates smail adjustments or the introduc- 
tion of a new enterprise to his existing farm system. 


Providing Economic and Financial Data 

The third and in some ways the most important develop- 
ment was to provide the district advisory officers with 
economic, financial and physical data in the form of a 
**handbook” which can be used and readily referred to in 
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their day-to-day work. This handbook* contains a range 
of statistical, financial and cost data which are indis- 
pensable to the adviser on management. It also gives 
considerable guidance on analytical techniques and 
standards of technical and economic performances to be 
looked for from the use of a given amount of resources 
available to the farmer. 

The intelligent use of these “‘yardsticks” together with 
the adviser’s own knowledge of the farm, the farmer and 
the district provides the means to draw a fairly complete 
picture of the structure and organisation of a farm 
business. 

From an advisory point of view, one could legitimately 
question the adequacy of a “‘national” handbook for this 
purpose because the efficiency standards and cost data 
given are too general and not really applicable under 
more localised conditions. To overcome possible 
criticism on this score every Agricultural Economics 
Department issues, periodically, supplements containing 
economic and financial material which have considerably 
more local significance and applicability. 


A Systematic Approach 

Farm management, certainly in its advisory context, has a 
great deal in common with the now very fashionable study 
known as operational research. The main problem with 
which both are concerned is how to measure and evaluate 
a given course of action in situations that may, and often 
are, constantly changing, and the results would of course 
be the basis for any recommendations made as to possible 
improvements. 

It was precisely the need for a scientific approach to 
measurement and assessment that determined the fourth 
and final step taken, namely, to provide the adviser with 
a “drill and work sheet” for use in the field and in the 
office. The work sheet or analysis sheet may vary from 
province to province, but the principle of making diag- 
nosis and prescription a step-by-step, systematic method 
of analysis is common to all. The drill to be followed, and 
the work sheet used, together with the data in the hand- 
book provide the adviser with the tools he needs to make 
a systematic and logical assessment of the technical and 
economic situation of the farm under review. 

The adviser’s observations are not now based only on 
personal observations and experience but they are rein- 
forced by the use of efficiency indicators and well- 
established analytical methods of measurement and 
evaluation. 


Points of Procedure 

Briefly, the drill followed is to collect all relevant physical 
data relating to crops and livestock and enter them on the 
work sheet. Various steps are then followed before 
examining the farm financial accounts for the year to 
which the physical data refer. Calculations are then 
made of the actual gross production as compared with 
the expected gross production at standard yields, to give 
an overall measure of the level of efficiency in both crops 


* The Farm as a Business, H.M.S.O., 4s. 6d. net. 
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and livestock production. Further calculations are made 
to test the performance of the system as a whole and the 
individual enterprises contained in it with, of course, 
detailed attention to labour efficiency, use of capital, 
relationship of output to costs, livestock productivity, 
cropping efficiency and so forth. 

Having diagnosed the case, the adviser is now in a 
position to offer suggestions and in co-operation with the 
farmer to prepare a new plan which must be put through 
the same drill as previously used and tested against 
some or all of the efficiency standards already 
mentioned. 

We have endeavoured up to this point to give an out- 
line of the main lines of development that have been 
followed in recent years inasmuch as farm management 
advisory work is concerned. Attention has been focused 
on the training required; the essential liaison between the 
economist and the technician; the need for a constant 
flow of economic and financial data to extend and bring 
up to date standards of performance and efficiency 
measurements. Above all a methodical and systematic 
approach by the adviser to the management problems he 
has, with the aid of the farmer, to solve is essential. 


The Part of the Accountant 

What is the significance of all this to the accountant? 
Perhaps the first point to be made is that a large number 
of the practising accountants (usually the smaller firms), 
estate agents, auctioneers and bankers who, in the main, 
are concerned with farm accounts, may now be interested 
in the development and increasing importance of farm 
management advisory work within the National Agri- 
cultural Advisory Service. The average farmer is not, by 
and large, interested in accounts. To him they are part and 
parcel of the unpleasant and the inevitable job of paying 
tax on hard-earned income and he therefore regards 
them as a “necessary evil.” 

Post-war efforts to raise the standard of agricultural 
accounting have nearly all proceeded on the assumption 
that the farmer can, by reading a textbook, be turned 
overnight into an accountant. This, particularly from an 
accountant’s point of view, is the wrong approach. It 
should be accepted that just as it is the farmer’s job to 
manage his farm, so it is the accountant’s job to prepare 
accounts and in a way which will aid the farmer in his 
management. 

Too many accountants have treated farm accounts as 
they do most other cases of incomplete records—they 
have regarded them purely as a measuring rod for taxa- 
tion liabilities and have not even considered them as a 
possible tool of management. The interest of accountants 
in farming developed very much later than in the case of 
other industries—mainly during the war, when conditions 
were by no means ideal either for the farmer or for the 
accountant—and was also stimulated by the changed 
methods of income tax assessment. 

Many of the above points are no longer valid and with 
the emphasis now placed on economic farming, as op- 
posed to production at any cost, it is more than ever 
essential for the farmer to have available financial aids to 
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management which are so often used by his opposite 
numbers in other industries. 


How the Accountant can Help 

What therefore can accountants do to help? In the first 
place, it is essential for the profession to realise that in this 
matter of assisting management, the practising account- 
ant could play a greater part in agriculture than in any 
other industry. The majority of farms are relatively small- 
scale businesses, and unlike his industrial counterpart the 
average farmer cannot afford to retain a full-time 
accountant. Whilst the industrial accountants grow in 
number every year, the agricultural accountant is hardly 
known. On the other hand, the only people who can 
provide the basis for an effective management service are 
practising accountants, particularly those with agri- 
cultural connections. 

Secondly, it is essential for accountants to realise that 
farm accounts can be prepared for use as an aid to 
management as well as a yardstick for taxation liabilities 
without incurring any additional trouble or expenses. This 
somewhat startling claim will, it is hoped, be substan- 
tiated in succeeding paragraphs. If the accountancy pro- 
fession is prepared to accept a certain measure of 
responsibility towards its farmer clients, as unquestion- 
ably it will, the burden shouldered is much less onerous 
than is commonly supposed. 


Obligations of the Accountant 

The accountant’s obligations spring initially from the 
point that improvement in farm accounting and recording 
will come by making it easier for the farmer to make use 
of the management yardsticks provided through the 
National Agricultural Advisory Service. To enable the 
farmer to compare his results with the standards of per- 
formance appropriate to his locality, and in order that his 
financial accounts serve the purposes mentioned earlier, 
they should be drawn up in such a way that will enable 
the National Agricultural Advisory Service to advise the 
farmer on these two points: 

(a) any weaknesses in his past policy as disclosed by the 

accounts; 

(5) the profitability or otherwise of any proposed changes 

in his programme. 

Briefly, the obligations relate mainly to two accounting 
procedures: (a) income and expenditure analysis; (5) 
the form of presentation of the profit and loss accounts. 
These are separately reviewed below. 


Standard Form of Income and Expenditure Analysis 

In connection with income and expenditure analysis the 
accountant would have to undertake: 

+ (1) To analyse: 

(a) livestock receipts by categories of livestock, e.g. 
cattle and pigs. Milk and egg receipts to be separated 
from actual stock receipts. 

(b) crop receipts by types of crop. 

(2) To obtain and to incorporate in the accounts an estimate 
from the farmer of produce of the farm consumed on the 
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farm (this is not in all cases essential but facilitates analysis 
and budgeting). 

(3) To accept the necessity of standard heads for analysis 
of expenditure. This standard analysis requires to cover only 
the following items: 


Variable expenditure Fixed expenditure 
Livestock purchases by types Labour. 
of animal. Rent or net annual value. 


Contract or equipment hire. 
Machinery, including de- 


Feedstuffs (if possible by 
types of stock consuming). 

Seeds, etc. preciation and fuel. 

Fertilisers. Miscellaneous. 


This standard analysis can, of course, be amplified to meet 
any of the following requirements: 

(i) a request for additional analysis by the farmer or by the 
National Agricultural Advisory Service. 

(ii) Additional analysis deemed desirable by the accountant 
where experience has shown that certain items of the 
farm’s miscellaneous expenditure appear to be higher 
than they ought to be. 

(It is important, however, that where any further analysis is 
undertaken, it should be treated as sub-analysis under the 
above heads and that the appropriate total under the heads of 
expenditure listed above be extended.) 

(4) To adopt the basis used in the National Agricultural 
Advisory Service handbooks for allocation of various indi- 
vidual items to the above heads of expenditure. Most of these 
bases are self-evident and limiations of space prevent the 
matter being pursued in this article. It is, however, elaborated 
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in various publications and particularly in Interpretation of 
Farm Accounts.* 

(5) To maintain a list of farm equipment—very much on the 
lines of the plant register in industry—and to adhere to the 
straight-line basis of depreciation calculated on historical cost. 

The point is that once these standard heads of analysis 
are adopted, the annual accounts will enable the farmer 
or the National Agricultural Advisory Service to com- 
pare the results with the standards for the locality, 
without a substantial amount of redrafting and re-analy- 
sis of the information, vouchers, quantitative records, 
etc. 

The last requirement to be accepted by the accountant 
is to adopt a standard presentation of the farm profit and 
loss account. The following form is suggested as a basis 
for discussion. 

Some comments are perhaps appropriate on the income 
and expenditure analysis and on the form of presentation 
of the profit and loss account illustrated. 

Firstly, the analysis required is no more than is obli- 
gatory anyway on a conscientious accountant who is 
preparing taxation accounts, for example, to ensure that 
private items do not go through the farm accounts. It is, 
in fact, less than is normally undertaken on farm accounts. 


* Farmers Bulletin No. 18, School of Agriculture, Cambridge 
University. 


(1) (2) (3) (4) (5) 
Plus or 
Income Less: Minus 
(including Livestock Increase or Adjusted 
Subsidies Purchases Decrease in Income 
etc.) Valuations 
Variable expenditure: Livestock : 
Feedstuffs Cattle 
Seeds Pigs .. re 
Fertilizers* Poultry, etc. .. 
—. Milk 
Eggs, etc. . 
Balance: Crops (by types) 
Farm net output (per acre £ ) 
Farm gross output (per acre £ ) 


“Fixed” expenditure: 

Labour (excluding farmer and 
wife) ae A ; 

Rent or net annual value 

Contract or equipment hire 

Machinery, including repairs and 
depreciation - a 

Miscellaneous 

Net income 


Net output brought down 


Nortes.—Columns 2, 3 and 4 can, of course, be incorporated in working papers, and are here set out as above purely for illustration of 
the adjustments necessary to relate income to the basis of caiculation adopted in the handbooks. 

*Fertilisers are frequently included under ‘‘fixed” expenditure so that net output=gross output less purchases of seeds and feeding- 
stuffs. 
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LOMBARD 


: LONDON 


Head Office 


Minimum Deposit £100 
STABILITY Interest Assured 
SECURITY Assets exceed £8,000,000 
SAFETY No Risk of Depreciation 
SAVING No Charges or Fees 


SERVICE Convenient Withdrawals 
Send today for ‘* Deposit Account” booklet No. 103 to General Manager 


LOMBARD BANKING LIMITED 


BANKERS 


Head Office: LOMBARD HOUSE, CURZON STREET 
PARK LANE, LONDON, W.1 GRO 4111 (30 lines) 


Branches and Agents throughout the World 
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Thrift 
posed 

a problem 
for 

Uncle Tom 


He believes in saving, does Uncle Tom, and 
what’s more he practises what he preaches. 
But savings have a way of growing when you 
keep at it. And money brings its own respon- 
sibilities, such as what best to do with accumu- 
lated capital. It’s all wrong not to make it 
earn MORE money. Good advice from his bank 
manager, Mr. Shepherd, solved this little 

problem for Uncle Tom and now his 
capital is safely invested with the 
Co-operative Permanent and 


‘ ‘ NawmmMy asbutee 


earning a steady 34% (with effect from 
1st October, 1956) for him with the Society 
paying the income tax. What about with- 
drawal? At any time a portion or the whole 
can be withdrawn without delay. 

In the experience of every professional 
man there must be parallel or nearly parallel 
cases where advice is sought, and we suggest 
you have details of the Society’s investment 
service by your side. We will gladly send 


them on request. 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 


NEW OXFORD HOUSE, LONDON W.C.1. 
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CITY OFFICE: 163 MOORGATE, LONDON, E.C.2 
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ESTABLISHED 1884 . ASSETS EXCEED £125,000,000 : 100 BRANCHES 


Member of The Building Societies Association 
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It may be felt that the items included under “mis- 
cellaneous”’ in the above list will be misleadingly large. 
In fact, however, records covering a wide range of 
representative farms show that the item “‘miscellaneous” 
in the context set out above amounts to only 10-15 per 
cent., approximately, of the total expenditure on farms. 
Secondly, the minimum heads of expenditure will vary 
somewhat as between different geographical or farming 
regions. The list given is a representative one but will not 
cover every case. Further, the division between variable 
and fixed expenditure may be considered arbitrary, for 
example, in connection with a contract or equipment 
hire. The principle is not affected, but farm management 
advice must have regard, initially, to the level of fixed 
costs to which the individual farmer is committed and the 
above division has strong support from workers in the 
field of farm management and agricultural economics.* 


Obligations of the Farmer 
If the accountant assumes these obligations, what, it can 
be reasonably asked, is expected of the farmer? 

The first point is that accounting demands on the 
farmer must be, and have been in these proposals, kept 
to an absolute minimum. The emphasis, instead of being 
directed to making the farmer keep detailed account 
books, should be to press the farmer to adhere rigidly to 
two or three simple rules in connection with his payments 
and receipts, leaving the major part of analysis and 
presentation to the accountant. 

If the above system is followed all the farmer would 
have to do is to: 

(i) Pay all items of expenditure by cheque with the excep- 
tion of petty cash; 

(ii) bank all takings and keep a record in the paying-in 


* See The Farm as a Business, pages 22 et seq. 


Mechanised Control Accounts 


By G. ANDERSON 
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book, if necessary, of the source and nature of such 
takings; 

(iii) come to some arrangement in conjunction with his 
accountant for an appropriate valuation to be made of 
stock-in-hand, cultivations, etc., at the end of the 
accounting year. 

These are, of course, the minimum requirements. If an 
analysed cash-book is kept and vouchers retained in good 
order, so much the better, but these are not essentials. It 
has been stated earlier that the preparation of accounts is 
an accountant’s problem, and with that in mind there is 
everything to be gained by reducing the demands made 
on the farmer himself to the minimum, 


Conclusion 

The general points in the authors’ minds are these: the 
object of the management accounts described is to ensure 
that, as part of the regular preparation of annual accounts 
for a farm, certain routine controls and comparisons with 
standards will be thrown up automatically. Where these 
routine controls show up definite weaknesses, a prima 
facie case would be established for the farmer to call in 
the National Agricultural Advisory Service, who would 
then to some extent be acting in the role of “industrial 
consultant”—that is, they would have been called in 
where the ordinary accounting organisation of the 
productive unit had shown weaknesses to exist. 

We have stated at the beginning of this article the part 
played by the National Agricultural Advisory Service in 
developing a systematic approach to management prob- 
lems which are likely to become more rather than less 
pressing in the future. It is, however, to the practising 
accountant that the farmer and the National Agricultural 
Advisory Service must look if agriculture is to receive the 
kind of management service its present-day economic 
status and importance demands. 


media, such as invoices, they may 
very well be required to be passed 
through the accounts department 
without interruption. Unless the 
ledger can be balanced piecemeal by 
sections, the only solution in such 
circumstances is for the invoices in 


THE INSTALLATION OF book-keeping 
machines does not solve all balancing 
troubles overnight. Although the 
advantages to be derived from the 
use of office machines are immense, 
certain problems peculiar to mech- 
anisation have to be faced. 

With either manual or mechanised 
systems, the longer the delay in 
balancing, the more the current work 
piles up. The problem is especially 


serious if mechanised ledgers are 
used, because the maintenance of a 
running balance on each ledger card 
by means of pick-up and proof does 
not permit of a space being left for 
the balancing off of the old account- 
ing period with current posting 
continuing lower down the account. 
When balances are being taken out, 
posting must stop. However, if 
posting is direct from original 


question to be listed manually pro 
tem, the lists being posted as the first 
operation after balancing has been 
completed. The loss of time is less 
than might be expected, as the lists 
are, although detailed, pre-lists in 
themselves and make for rapid 
posting when work recommences in 
the next accountancy period. 

The standard of accuracy main- 
tained by accounting machines in the 
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production of an up-to-date balance 
on each ledger card is very high 
indeed. However, the tolerances of 
maladjustment of some working 
parts are so fine that rare failures do 
occur. Further, in spite of both the 
provision of pre-lists for operators to 
agree to and the safeguards offered 
by the various methods for proving 
the accuracy of pick-up, operators 
sometimes contribute an element of 
inaccuracy. 

The errors possible in a set of 
mechanised books fall into the same 
two main classes as do those of a 
manual set. These errors are, firstly, 
incorrect posting and, secondly, in- 
correct computation of the balance 
on one or more individual accounts. 
Errors of the second type are due to 
mechanical failure on the part of the 
machine or to human failure on the 
part of the operator. Whether due to 
mechanical failure or human failure, 
unless the faulty balance is apparent, 
the only way to trace the error is to 
cast the ledger from the point of the 
last agreed balance, working from the 
ledger itself or from the proof sheets. 

It is with errors of the first type, 
those resulting from wrong posting, 
that mechanised books are at a great 
advantage. The advantage follows 
from a fundamental difference in the 
significance of the control accounts 
used. Whereas the control accounts 
of manually kept books are compiled 
independently from the books of 
original entry, those of a mechanised 
ledger are compiled as a by-product 
of actual posting. This apparent 
weakness on the part of mechanised 
control accounts is, in fact, a very 
great asset. Not even with a large set 
of books should it be necessary to 
maintain an additional independent 
manual control. Instead, each ledger 
operator should maintain, in respect 
of each ledger, a separate control card 
relative to postings from each book 
of original entry. At the end of the 
accounting period, the balance accu- 
mulated on each of these control 
cards should be transferred to a main 
control account of the ledger con- 
cerned. The trial balance is then 
taken—based on the main control 
account of each ledger. Should a 
discrepancy be revealed, the ground 
to be covered by checking can be 


quickly “‘quartered”’ by the following 
means. First assemble the main con- 
trol accounts. Each main control 
account will be comprised of trans- 
fers from the subsidiary controls, 
each transferred total representing 
the total value posted to the ledger 
from a particular book of original 
entry. Commencing with those which 
experience has shown are most prone 
to error in posting, deal with every 
book of original entry in turn. 
If the book in question is by nature a 
journal, strike a balance between all 
the total journal postings shown on 
all the main control accounts. 
Naturally, they should agree. When 
cash book postings are being con- 
sidered, instead of the total debits 
and credits posted being in agree- 
ment, the difference between them 
should agree with the difference 
between the opening and closing 
balances of the cash book for the 
accounting period being checked. 
The balance between all errors 
found will represent the make-up of 
the total error on the trial balance. 
From this it will be seen that 
mechanised control accounts segre- 
gate posting errors into books of 
original entry rather than into ledgers. 
Therefore this initial step will show a 
certain error to have been made in 
the posting to a ledger, as yet 
unknown, from, say, a certain cash 
book, rather than (as with manual 
books) showing an error in posting 
to a known ledger from an unspeci- 
fied book of original entry. The next 
step would normally be to “call 
back”’ postings from the book of 
original entry, the posting of which 
was shown to be faulty, but this 
procedure can be further economised 
if the ledger concerned is also known. 
To enable the ledger to be readily 
ascertained, the books of original 
entry should be kept in analytical 
form. Each ledger should be repre- 
sented by a separate column in each 
journal and cash book. Thus in a 
set of books consisting of five ledgers, 
the journal would have five debit and 
five credit columns. The cash book in 
a similar set would be ruled likewise, 
except that in addition to the 
analysis columns there would be a 
sixth column to accommodate daily 
totals and so on, on which the run- 
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ning balance would be based. These 
analysis columns should be totalled 
by pages and the totals cross-cast. 
Operators should agree with these 
page totals before clearing their 
machines to control accounts. It will 
now be seen that to trace an error 
known to emanate from the posting 
of a particular journal or cash book, 
ali that is necessary is to check the 
page totals with the relevant detailed 
control accounts. 

This method of maintaining con- 
trols has a further advantage uncon- 
nected with the tracing of errors. It 
frequently occurs that the total value 
of postings of a certain nature is the 
subject of a posting to a single 
account on the other side of the 
books. For example, the value of 
goods credited to numerous accounts 
in a bought ledger may be a debit toa 
stock account which is, in turn, 
credited with the total of debits to 
customers’ accounts in a sales ledger. 
When such a position exists, it is 
sufficient to post, to the debit of the 
stock account, the total of the control 
account produced by the bought 
ledger as a result of posting purchases 
invoices. Likewise, the total of the 
control account produced by the 
sales ledger as a result of posting 
sales invoices can be posted to the 
credit of the stock account. This 
posting by grand total can be made at 
the end of the month, but more 
frequently if required. The accuracy 
of this procedure clearly depends 
upon the control accounts being 
correct, but that they will be correct 
is guaranteed by the agreement main- 
tained between ledger and control 
account and by the agreement of the 
trial balance. 

From what has been said, it will be 
seen that by this use of analytical 
control accounts, statistics may be 
obtained as a by-product of normal 
posting, statistics that otherwise 
would be available only by separate 
analysis. In addition, the use of 
analytical books of original entry, 
besides providing ready-made pre- 
lists, also enables operators to post 
from the column reserved for their 
particular ledger and so obviates the 
necessity for selecting relevant entries 
from among those applicable to other 
ledgers. 


I ee ee ll. Cn ll ee Ue ee 
Mie 
aan: ,, Se: 34 > Te me es Mol — (“oa =. oe Pa E 7 , “| _ \- i x Fe 


393 


The terms available for ‘‘Macmillan/Tucker pensions” are 
surveyed. Other points about the pensions considered in our 
contributor’s two earlier articles (July, pages 212-4, and September, 
pages 354-6) are now carried further. 


The Cost of the Pensions 


by T. A. E. Layborn, c.8.£., 


Fellow of the Corporation of Insurance Brokers 


THE PROSPECTUSES OF the assurance 
offices on pensions for the self- 
employed are now being published 
fast and furious. As anticipated, 
there are wide variations in the 
benefits offered for the same con- 
tributions, but the “trimmings”—in 
the shape of income benefits to 
widows, various forms of life assur- 
ance cover, reversionary annuities 
and, in one instance at least, dis- 
ability benefits—also show a great 
variety, and help to make comparison 
of rates from one office to the next a 
difficult feat. I believe that the 
Finance Act, 1956, makes it neces- 
sary for these “trimmings” to be 
written as separate contracts. But 
preferential terms can be quoted for 
them as long as the main contract, 
which must be for a deferred annuity, 
is kept up—and preferential terms 
are certainly being quoted. 

There is given in the form of the 
table on the next page a brief sum- 
mary of the terms offered by some of 
the offices whose prospectuses have 
so far appeared. They show some of 
the variations to which I have 
referred. 

The tables give the pensions 
guaranteed for a minimum period of 
five years. Most of the offices, how- 
ever, are prepared to quote, at the 
rates given, a slightly larger pension 
if it is payable for life only. Equally, 
they are prepared to quote at those 
rates a smaller pension guaranteed 
for a period of ten years (the maxi- 
mum period of guaranteed pension 


allowed under the Act). Usually the 
offices would be prepared at the 
chosen pension date to grant a re- 
duced pension, to be payable to the 
wife for the rest of her life should she 
survive her husband. 

It is to be particularly noted that 
the terms given in the table are not 
necessarily final and firm. Some 
offices—not necessarily those cited in 
the table—are having second thoughts 
about the rates they will offer and a 
number have not yet published any 
schemes. As is mentioned in a 
Professional Note on page 380 of 
this issue, it is hoped, in a forth- 
coming issue of ACCOUNTANCY, to 
make a more complete survey of the 
contracts offered by the offices. 


Comparison with Endowment 
Policies 

Suggestions have appeared that it 
might be better to effect an endow- 
ment life policy outside the provisions 
of the Act rather than a deferred 
annuity within the Act. Unless the 
top rate of tax payable by the indi- 
vidual is less than 8s. 6d. in the £, 
it seems doubtful whether the bene- 
fits to be derived from an endowment 
life policy can compare favourably 
with those of a deferred annuity 
qualifying under the Act, except 
perhaps for the younger man— 
unless, that is, the individual attaches 
a fairly appreciable value to the fact 
that the endowment policy, but not 
the deferred annuity, can be assigned 
or borrowed against. In the forth- 


coming article, it is proposed to 
compare the endowment life policy 
with the deferred annuity more 
closely in the light of the rates then 
being quoted. 


When not to go “nap” 

In my last article (ACCOUNTANCY, 
September, page 354) I indicated that 
assurance offices and _ self-admini- 
stered funds could receive interest 
income free of tax only in respect of 
investments derived from “allow- 
able” contributions, the inference 
being that interest income flowing 
from “‘carry-forward” contributions 
would be disallowed. I now find this 
to be wrong. An assurance office or a 
self-administered fund may, I under- 
stand, receive from any one as- 
sured a yearly contribution up to the 
maximum that can be paid under the 
Act—for example, £750 if the assured 
was born after 1914 and £1,125 if he 
was born in 1907 or earlier—and 
although the contributions allowed 
in the assessment of the assured’s 
tax may be less—say, £300—the total 
contributions received by the office 
will earn interest free of tax. It 
follows that the contribution paid by 
the assured person will purchase a 
considerably larger pension that it 
would if tax had to be paid by the 
office on the interest earned on the 
excess contributions. At first blush 
the assured seems to be getting a 
very good bargain—a good enough 
bargain to justify, if necessary, his 
paying part of his contribution out of 
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taxed income or capital. For in what 
other directions can interest income 
be accumulated free of tax? One’s 
initial reaction is that the Commis- 
sioners of Inland Revenue have been 
generous. But then one remembers 
that the whole of any annuity pay- 
ment derived from a contract under 
Section 22 of the Finance Act, 1956, 
is treated as taxable income and, 
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further, the assured has received no 
tax allowance on the excess contri- 
butions. In addition, if on retirement 
any of the pension has been pur- 
chased by excess contributions, then 
the excess pension will be treated as 
unearned income. If the excess con- 
tributions were utilised, instead, to 
take out an endowment policy and 
the sum assured at maturity were 
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used to obtain a “purchased life 
annuity,” a large proportion of the 
payments under this contract being 
tax free by virtue of Section 27 of the 
Act, there would generally be re- 
ceived a larger net or spendable 
income than would accrue if the 
excess contributions had gone to- 
wards buying a larger deferred 
annuity originally. And this con- 


Benefits under various schemes proposed by different assurance offices in return for an annual premium of £100, in respect of male lives aged 
30, 40 and 50 years next birthday at commencement of contract. Pension date—age 65. All pensions guaranteed for a minimum period of 
five years. In all instances 35 premiums are payable from age 30, 25 from age 40 or 15 from age 50. 


Scheme A Scheme B Scheme C Scheme D Scheme E 
Age at inception 30 40 50 30 40 SO 30 40 50 30 40 50 30 40 50 
1. Pension to male life on re- 
tirement at age 65 £818 £463 £222 £725 £394 £183 £680 £410 £194 £650 £383 £189 £695 £393 £189 
2. Basis of added profits if any Nil Nil Nil Nil Nil 


3. Cash return on death before 


age 65 a ne oy Nil 


All premiums paid, All premiums paid, All premiums paid All premiums paid 


no interest no interest plus 34 percent. _ plus 3} per cent. 
compound interest compound interest 
4. Pension to widow on death 
of male before 65 .. * Nil Nil Nil Nil Nil 
5. Pension to widow on death 
of male after retirement at 
age 65 Fee ae ae Nil Nil Nil Nil Nil 
6. Office Commercial Union Sun Life Norwich Union National Provident Guardian 
Scheme F Scheme G Scheme H Scheme I Scheme J 
Age at inception 30 40 50 30 40 SO 30 40 50 30 40 50 30 40 50 


1. Pension to male life on re- 
tirement at age 65 


£530! £3144 £160! £5871 £356'£180' £402 £232 £121 


£727 £412 £194 £715 £397 £188 


(886) (453) (200) (851) (455) (206) 
2. Basis of added profits if any 30s. per cent. 45s. per cent. Nil Nil Nil 
compound compound 
assumed assumed 
3. Cash return on death before 
age 65 ive i” i All premiums paid, All premiums paid Nil All premiums paid, All premiums paid 
no interest plus 3 per cent. no interest plus 4 per cent. 
compound compound 
interest interest 
4. Pension to widow on death 
of male before 65 .. oy Nil Nil £402? £232? £1212 Nil Nil 
5. Pension to widow on death 
of male after retirement at 
age 65 ota 7 on Nil Nil £402 *£232? £121? Nil Nil 
6. Office Equity and Law United Kingdom Scottish Widows Legal and General Yorkshire 


Provident 


1 Guaranteed basic pension (irrespective of bonus declared) is here shown with estimated maturity pension on assumed 


bonus in brackets. 
2 On assumption wife is same age as assured. 
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@ For new ideas in business... 


THESE ARE THE KEYS 


to low cost, speedy accounting 


Hitherto, the insuperable argument against mech- 
anised accounting in the small business has been its 
high initial cost. That argument no longer holds. 
For the 224 Accounting Machine has been developed 
by Remington Rand to meet the needs of the small 
business, at a price within its means. Now, for a 
nominal outlay, you can enjoy the full advantages of 
mechanised accounting —with all its speed, accuracy 


and economy — which until now have only been 
offered by more expensive machines. 

The 224 Accounting Machine is merely one of 
the many modern methods devised by Remington 
to stream-line the day-by-day efficiency of business 
operations. The Man from Remington Rand will 
gladly call upon you to discuss their application to 
your own problems — without obligation. 


Send for the man from 


Memington. Frand 


Arrange for your representa- 
tive to call by appointment 


O Send me informative 
literature, free 


O 


Tick which you prefer 
EERE mene 
Oo Tell me more about the 
224 Accounting Machine 
a 


REMINGTON RAND LIMITED - 


1-19 NEW OXFORD STREET - 
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TAXATION 


THE LEADING AUTHORITY 


Firet published on October Ist, 1927, Taxation has served the taxpayer and his advisers | 
for over twenty-nine years 


TAXATION 


brings to you WEEKLY the latest news of 


TAX CONCESSIONS : CHANGES IN PRACTICE REPORTS OF TAX CASES 
ARTICLES OF TOPICAL INTEREST 


in addition 
YOUR PROBLEM WILL BE SOLVED IN FIGURES 
Read TAXATION 
Edited by RONALD STAPLES 
PRICE 1/3 WEEKLY 
Subscription: £3 12s year, £1 17s 6d half-year 


TAXATION PUBLISHING COMPANY LIMITED, 98 PARK STREET, LONDON, W1 


: * * * * * 


WHICH FORM OF PENSION PROVISION... IS 
THE BEST FOR A SELF-EMPLOYED PERSON? 


The answer will depend on the individual 

circumstances, but competitive rates of 

premium and an excellent bonus record 
make it worthwhile considering a 


WITH PROFIT DEFERRED ANNUITY 


Oe 
Quotations gladly given 


For Mutual satisfaction consult: 
NATIONAL PROVIDENT 
INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
— Established 1835 — 


48 GRACECHURCH STREET, LONDON, E.C.3 


Telephone: MANsion House 148! 


THE ACCOUNTING REQUIREMENTS OF 
THE COMPANIES ACT, 1948 


Sixth (Revised and Enlarged) Edition 
By FRANK H. JONES, F.A.C.C.A., A.C.LS. 
‘An excellent résumé of the present position in regard to the 
accounting of companies under the 1948 Companies Act. We 
commend it to students and practitioners as a simple and con- 
cise statement of the practical accounting requirements of 
this lengthy and complicated Act.” — The Accountant. 


4s 0d; by post 4s 5d 


THE PROFITS TAX SIMPLIFIED 


With the New Provisions (as contained in the Finance 
(No. 2) Act, 1955 and the Finance Act, 1956) 
by ARTHUR REZ, B.Com.(Lond.), F.R.Econ.S., 
F.A.C.C.A. 
‘,.. those who wish for a simple statement of the operation of 
Profits Tax will find in this booklet clarity of statement and 
example.’ — The Cost Accountant. 
7s 6d; by post 8s 0d 


GUIDE TO EXAMINATION SUCCESS 


Third Edition 
By FRANK H. JONES, F.A.C.C.A., A.C.LS. 


“Will save many examinees from the dangers which lie before 
even the most keen and hard-working.’ 
— The Accountants Journal. 
‘It is a time-saver; its sixty pages bristle with valuable hints.’ 
— The Bank Officer. 
5s Od; by post 5s 6d 


BARKELEY BOOK CO LTD * 
39 Lansdowne Road, Stanmore, Middlesex 
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clusion does not take account of the 
further advantage that the premiums 
payable for the endowment policy, 
provided they are within the normal 
limits, would attract the usual life 
assurance relief. I understand that 
the authorities, after consideration, 
came to the conclusion that so few 
people would pay excess contribu- 
tions beyond what might be looked 
upon as a genuine “carry over” for a 
year or two, that it was not worth 
incurring the administrative diffi- 
culties of making the interest on 
excess contributions received by the 
offices subject to tax. And what the 
Revenue lost on the swings they 
would probably make up on the 
roundabouts. 

Enthusiasm for the benefits con- 
ferred on the professional classes by 
the recent Act, coupled with the 
energetic salesmanship of assurance 
officials and managers of self-ad- 
ministered funds, might encourage 
practising accountants and other self- 
employed to go “‘nap” in taking out 
a contract for the maximum annual 
contributions they are allowed to 
pay under the Act—so this warning 
may not be out of place. 


Self-administered funds 
I have not as yet seen details of the 
terms offered to the eligible members 
of any institution or body that pro- 
poses to set up a self-administered 
fund. I have intentionally used the 
word “offered” because often the 
terms “offered” as compared with 
those “quoted” by an assurance 
office will have no guarantee behind 
them. In commerce the old issue of 
the self-administered fund versus 
the life assurance pension scheme 
still remains. In many instances a 
self-administered fund is justified, 
but when a business concern insti- 
tutes a self-administered fund for the 
benefit of its employees it usually 
guarantees the solvency of the fund. 
In other words, it assumes the risks 
that the investment managers of the 
fund will not earn the rate of interest 
assumed by the actuary in his calcu- 
lations, that the fund may depreciate 
and that the mortality, as assumed 
by the actuary in preparing his tables, 
may prove to be on the light side. 
These are serious risks but a com- 
mercial concern may perhaps bear 
them with equanimity provided, 
naturally, that it is fully aware of 


Risk and Gambling 


ANOTHER SEASON OF football pools is 
under way. As winter evenings 
lengthen a large part of the popula- 
tion will weekly bring to the com- 
plications of “perms” and_ the 
vagaries of form a concentration of 
energy which another and much 
smaller part considers singularly 
ill-spent. But the gambling instinct 
has very little to do with reason. 
Many intelligent and figure-conscious 
men (with Sir Alan Herbert as their 
patron) knowing much better than 
the mass of punters the odds against 
their winning £75,000 for sixpence, 


yet have their weekly bet. They may 
say, indeed, and not be unreasonable 
in saying it, that odds as large as that 
justify a small flutter. 

They can have the best of both 
worlds. They—and their number 
must certainly include many ac- 
countants—can gamble in a small 
way and still stand aside and ridicule 
their fellows. They can choose their 
teams with a pin and compare the 
result with those achieved by the 
newspaper prophets: the comparison 
must always leave the observer 
astonished anew at the perennial 
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how large its liabilities may prove to 
be. No doubt the various professional 
bodies—like the Law Society, the 
Institute of Chartered Surveyors, the 
Society of Incorporated Accountants, 
and the like—in their deliberations 
on whether they should set up a 
self-administered fund are giving 
mature consideration to this aspect 
of the solvency of such a fund. Could 
the funds of a professional body be 
used to meet a deficiency, and would 
they be sufficient? If the loss had to 
fall on the members, would it fall on 
the pensioners only? Or would those 
not yet receiving a pension have to 
accept less, or contribute more for the 
future without receiving tax relief on 
their extra contributions? Would 
those furthest removed from pension 
age suffer most? 

Up to the time of the passing of the 
Finance Act of 1956, approved self- 
administered funds had the advan- 
tage over schemes in life offices in so 
far as the interest income of the fund 
was free of tax. But this concession 
is now enjoyed by the assurance 
offices also, so that one of the main 
arguments in favour of the self- 
administered fund has disappeared. 


innocence of large numbers of their 
fellow citizens, and at the odd ways 
some people earn their living. They 
can be surprised at their own diffi- 
culty in really believing what they 
know to be true, that every week is a 
new gamble and that their chance of 
winning this week is no whit greater 
after ten years of profitless pooling 
than if they were “investing” (de- 
lightful word!) for the first time. They 
can design a pleasant pattern of 
noughts for their treble chance and 
make that their standard entry week 
by week, thereafter feeling a quite 
unworthy superiority when they think 
of the greater labour expended by 
lesser men. Unworthy and rather 
foolish: for the labour is for others 
part of the fun. 

They will certainly ponder, at one 
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time or another, on the gambling 
instinct itself, the instinct that can 
be so strong in some as to make 
them gamble away their homes and 
even their lives. It has not been en- 
tirely without useful fruit through the 
years, for it is to some of the great 
gamblers that we owe the theory of 
probability and the science of sta- 
tistics which that theory helped to 
found. Galileo, not himself a victim 
of the instinct, yet found its problems 
worthy of his attention and wrote a 
treatise on dice, and he was the first 
of a long train of students, many of 
them themselves gamblers, who 
gradually formulated the rules of 
chance. The rules are mathematical 
and inexorable—most of them much 
less encouraging than the most 
timorous gambler’s hopes. If you toss 
a coin twice you may very likely have 
heads (or tails) both times; if you 
toss it two thousand times you are 
unlikely to have many more or less 
than a thousand heads (unless your 
coin is faulty). Large numbers be- 
have very consistently. You can 
safely make predictions about them 
—but you will find it hard to make a 
profit out of your predictions. 

It is three or four years since Dr. 
Levinson set forth all this and much 
more in fascinating detail in The 
Science of Chance. Recently, another 
book on chance has been published— 
a book of a quite different kind. In 
Risk and Gambling (Longmans, 14s.) 
John Cohen and Mark Hansel report 
the results of a great number of ex- 
periments they have conducted with 
schoolchildren in an effort to find 
out how people behave when they 
have to judge probabilities. The first 
author is Professor of Psychology 
and the second is lecturer in Psy- 
chology in the University of Man- 
chester; their concern has been with 
what they call subjective probability 
rather than with the mathematical 
objective probability with which the 
scientists work. The child of seven, 
as one would expect, assesses prob- 
ability in a much less sophisticated 
fashion than the child of fourteen. 
In examining chains of events the 
fourteen year old may be able to 
distinguish between events that are 
independent of one another (like 
successive tosses of a coin) and those 
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that are interlinked (like successive 
samples of beads in a jar). It need 
hardly be said that not every adult 
can so distinguish—nor can every 
adult match in some of the other 
experiments the more intelligent of 
the children’s reactions. 

The authors are in the main re- 
cording and commenting on sub- 
jective attitudes, but inevitably there 
is an implicit basis of mathematical 
probability, and they make some 
additional remarks, one of them of 
particular interest to the sceptical 
pools “investors” of our first para- 
graph. It is pointed out that as (a) the 
chances of a draw resulting in any 
particular matches of a series are 
random, and (5) large numbers of 
“investors” believe they are pre- 
dictable and act by the forecasters’ 
advice, then it is potentially profit- 
able to select only the matches in 
which a draw is not generally pre- 
dicted. You will then have as good a 
chance of winning as anyone else, 
but if you do win you will not have to 
share the winnings with so many 
people. 

Apart from the detail of the ex- 
periments (and from such superadded 
advice) the interest of the study is in 
the realisation it forces upon the 
reader that all life is a succession of 
chances; that from the cradle to the 
grave we are all busy, almost 
moment by moment, in assessing 
probabilities—probabilities of chance 
events, probabilities of personalities, 
all manner of probabilities. Crossing 
a road in front of an oncoming 
vehicle involves a measurement of 
probability—and the number of 
children who are prepared to cross 
drops with the nearness of the car. 
Naturally it does—but the prob- 
ability aspect is something we have 
perhaps not quite realised. Seeing it 
afresh we may be inclined to regard 
the gambling instinct with a more 
tolerant eye, as but an over-develop- 
ment of a necessary element in 
human survival. 

Next month the premium bonds 
are on offer, to make this winter a 
really luxurious one for the man who 
likes his little flutter. Primed by our 
rediscovered realisation of the differ- 
ence between interlinked and inde- 
pendent events, between the partially 
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predictable and the unpredictable, 
we may say that the premium bond 
represents pure chance, which not 
even the least sophisticated can 
regard as any thing else, while the 
football pool is pure chance disguised 
as a game of skill. 

But the gambler in us never insists 
upon the provision of an element of 
(apparent) skill. Indeed, football 
pools and racing apart, the gambler 
in us has historically preferred the 
chance in our gambling to be naked 
and unashamed: dice and roulette 
have attracted more gamblers than 
ever chess did. Maybe it is an in- 
stinctive reaction in us against the 
never-ending conscious judging of 
probabilities that sends us mafficking 
in Monte—and it is an alarming 
thought that in their extensive experi- 
ments our authors may have set up a 
gambling complex in Manchester 
schoolchildren. But in any event the 
Chancellor need not fear that be- 
cause no one can seriously hope to 
influence the result his bonds will be 
ignored. And there are always lucky 
numbers, provided the Post Office 
allows us a selection. 
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The air mail edition of ACCOUNTANCY 
is available either for subscription on 
a permanent basis or for odd periods 
(for example, to cover a temporary 
stay abroad). It is printed on special 
thin paper, and the oversea sub- 
scriber receives each issue only a few 
days after publication at the be- 
ginning of the month in London. 

The extra charge for a year— 
additional to the normal subscrip- 
tion of £1 1s.—varies from £1 10s. 
(Cyprus, Egypt, Israel) to £2 2s. 
(Australia, Japan, New Zealand). 
For destinations of intermediate 
distance, including the whole of 
North and South America, it is 
£1 16s. The charge for shorter 
periods is proportional. This covers 
only the cost of air mail postage, that 
of the special paper being borne by 
ACCOUNTANCY. 
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Company Winding-up and Reconstruction’ 
By GEORGE A. GROVE, LL.M. 


Introduction 

1. The winding-up or reconstruction of companies 
today, like most other commercial transactions, usually 
raises questions, and often very difficult questions, in 
relation to taxation. Frequently the primary purpose of 
the winding-up or reconstruction is to reduce the inci- 
dence of taxation. And since no less than five forms of 
taxation, namely, estate duty, income tax, surtax, profits 
tax and stamp duty may all be involved, those concerned 
in the winding-up or reconstruction may have a most 
complex problem to solve. It is a commonplace that a 
particular course, which will effect the maximum saving 
of one duty or tax, may have the reverse effect in relation 
to another. I propose to consider first some of the more 
relevant principles of company law, and then to deal with 
the five kinds of taxation in the order in which they are 
mentioned above. The choice of the procedure that will, 
or is likely to, afford the maximum overall saving of 
taxation can only be made after consideration of the 
precise facts of the individual case; all I can hope to do is 
to indicate some of the considerations that must be 
borne in mind and weighed the one against the other. 


Company Law 

2. In the course of a single paper it is possible to con- 
sider only fairly typical cases. Thus, as regards winding- 
up, questions of tax avoidance are likely to arise only 
with solvent companies, so that I shall assume that it 
takes the form of a members’ voluntary winding-up. As 
regards reconstruction, however, a variety of methods is 
possible. 

3. Under the provisions of the Companies Act, 1948, a 
company can, to a very considerable extent, change its 
constitution without changing its identity. Thus, pursuant 
to Section 5, it may by special resolution alter the provi- 
sions of its memorandum of association with respect to 
its objects, and although sub-Section (1) provides that 
the alterations shall be such as to enable it to achieve the 
purposes there mentioned, sub-Section (9) provides that 
the validity of any such alteration shall not be questioned 
on the ground that it was not authorised by sub-Section 
(1), except in proceedings taken for the purpose before the 
expiration of twenty-one days after the date of the reso- 
lution. Thus, if the members are unanimous, or if the 
dissentient minority is not prepared to go to the length of 
applying to the Court, the company can in fact alter its 


*A paper presented under the title The Winding-up and Recon- 
struction of Companies in Relation to Taxation at the Incorporated 
Accountants’ Course at Gonville and Caius College, Cambridge, 
on September 21, 1956. 


objects clause to any extent. As it has also always had 
the widest of powers to alter its articles of association, so 
long as there is no question of defrauding or oppressing a 
minority of the shareholders, there are only two serious 
limits to the power of a company to alter its own con- 
stitution; it cannot without the leave of the Court reduce 
its capital (save for certain trifling exceptions), nor can it 
alter the rights attached to any class of shares if those 
rights are defined by the memorandum, which makes no 
provision for their variation. To secure such a variation, 
it is necessary to obtain the sanction of the Court to an 
arrangement with the holders of those shares pursuant to 
Section 206. Mere changes in the memorandum or articles 
of association of a company are not ordinarily of any 
great importance from the point of view of taxation, but in 
special cases they may be. Thus a change in the voting 
rights attached to certain shares may, like an issue or a 
transfer of shares, result in a company becoming, or 
ceasing to be, “‘a company which is under the control of 
not more than five persons,” as defined in Section 256 (1) 
of the Income Tax Act, 1952, or one the directors whereof 
have a controlling interest therein, with important results 
in relation to profits tax. Again, a change in the objects 
clause of the memorandum may convert a trading 
company into an investment company, or vice versa. 

4. A reconstruction in the ordinary sense can be carried 
out in more ways than one, and may involve two or more 
companies. Often it effects the amalgamation of two or 
more companies or their undertakings. One method is for 
the shareholders of the one company to sell their shares 
to another company, thus leaving, at least at this stage, 
the constitution of the first company unchanged. Pro- 
vided the holders of nine-tenths in value of the shares 
affected sanction the sale, and the provisions of Section 
209 of the Companies Act, 1948, are complied with, any 
dissentient minority can be compelled to sell their shares 
to the purchasing company at the same price unless the 
Court otherwise orders; conversely, the purchasing 
company can be compelled to purchase the shares of the 
minority. On such a sale, the price is usually satisfied by 
the allotment to the vendors of shares in the purchasing 
company. One difficulty which may easily arise in such a 
case is that some of the vendors may be trustees, and it 
was held in Re Walker’s Settlement [1935] Ch. 567 that 
the provisions of Section 10 (3) of the Trustee Act, 1925, 
empowering trustees to concur in any such scheme or 
arrangement as is therein mentioned, are not applicable 
if there is such a sale. Thus trustees will not be able to sell 
their shares for shares in the purchasing company unless 
they have special powers conferred on them by their trust 
instrument, or they obtain the sanction of the Court 
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pursuant to Section 57 of the same Act. As they may not 
be willing to make an application to the Court, and as if 
they do apply there will be some delay, it is always desir- 
able to ascertain, if possible, before embarking on a 
scheme of reconstruction or the like, whether any of the 
shareholders are trustees of their shares. 

5. Another common method of reconstruction is that 
dealt with in Section 287 of the Companies Act, 1948. A 
special resolution is passed that it is desirable to recon- 
struct, and that the company accordingly be wound-up 
voluntarily, and whereby a liquidator is appointed and 
authorised to transfer the undertaking and assets to a new 
company in consideration of shares in that new company, 
such shares to be distributed amongst the members of the 
old company. The purchaser must be a company, though 
it may be a foreign company. Any dissentient shareholder 
can under sub-Section (3) require the liquidator either to 
abstain from carrying the resolution into effect or to 
purchase his interest at a price to be determined by agree- 
ment or by arbitration. Sometimes a new company is 
formed to acquire the undertaking of an existing com- 
pany, or the undertakings of several existing companies, 
in this way; sometimes an existing company acquires the 
undertaking of another. In every case of course the pur- 
chasing company must have the requisite power under its 
memorandum. 

6. An alternative to the last mentioned method of 
reconstruction is for the one company, pursuant to a 
power in its memorandum, to sell its undertaking and 
assets to the other, the price to be satisfied by the allot- 
ment of shares to the selling company or its nominees. 
That company may then continue in existence, perhaps as 
an investment company, or it may subsequently be 
wound up, the liquidator distributing amongst its mem- 
bers in specie the shares in the purchasing company. It 
was, however, held in Bisgood v. Henderson’s Transvaal 
Estates Ltd. [1908] 1 Ch. 743 and Etheridge v. Central 
Uruguay Railway [1913] 1 Ch. 425 that this method 
should not be adopted if the sale and the liquidation are 
interdependent, since thereby the dissentient shareholders 
are deprived of the protection given to them by what is 
now Section 287 (3). The essential difference, and one 
with important consequences in the field of taxation, 
between the method of reconstruction mentioned above 
in paragraph 4 and the methods mentioned in paragraph 
5 and this paragraph, is that in the former case it is the 
shares of the reconstructed company that are sold, and 
those shares continue to exist, while in the latter case 
it is the undertaking and assets of the company that are 
sold, and usually thereafter the company is wound-up 
and its shares cease to exist. Another method of recon- 
struction, to which resort need only be had where it is 
necessary to deal with the creditors of the company or 
the holders of a particular class of shares, is by means of 
an arrangement sanctioned by the Court pursuant to 
Section 206 of the Companies Act, 1948: in such a case 
the Court has power to sanction a wide variety of schemes, 
and a reconstruction may be authorised under which 
either the undertaking and assets or the shares of the 
company are sold. 
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Estate Duty 

7. No winding-up or reconstruction can of course 
affect any claim for estate duty in respect of a death that 
has already occurred; what has to be borne in mind is the 
possible effect of the transaction in relation to future 
deaths, and since the length of time that elapses before the 
death occurs is or may be a most important element, and 
an unknown one, and since there is the possibility of an 
alteration in the law before the death occurs, there is 
always an element of speculation in adopting a scheme 
with a view to effecting a potential saving of estate duty 
rather than an immediate saving of some other form of 
tax. 
8. The first matter to be considered is whether, on the 
death of any holder of shares in the company in question, 
there is any possibility of a claim for duty being made 
against the company under Section 46 of the Finance Act, 
1940, or of any shares on that death falling to be valued 
in accordance with Section 55 of that Act. Neither possi- 
bility can exist in the case of a company that is under the 
control of more than five persons, since both these Sec- 
tions are contained in Part IV of the 1940 Act, and by 
Section 58 (1) the companies to which (inter alia) Sections 
46 and 55 apply are defined as “‘any company which, at 
any relevant time, was, or would on the assumptions 
hereinafter mentioned have been deemed, for the purposes 
of sub-Section (6) of Section 21 of the Finance Act 1922” 
[now Section 256 (1) of the Income Tax Act, 1952] “‘to 
be under the control of not more than five persons.” In 
fact this definition is much wider than at first appears. 
Firstly, the “relevant time” means as regards Section 55 
the period of five years before the death, and as regards 
Section 46 the period between the transfer of property by 
the deceased to the company (which may have been half 
a century ago) and the death. Secondly, relatives, meaning 
a husband, wife, ancestor, lineal descendant, brother or 
sister, together constitute a single person for this purpose ; 
so do partners, beneficiaries under the same trust, and a 
nominee and his beneficiary respectively. Thirdly, an 
investment company, which derives its income mainly 
from investments, is deemed to be under the control of 
not more than five persons if any five or fewer persons 
would, if the company were wound-up, be entitled as 
members or loan creditors to receive more than one-half 
of the assets of the company that would be available for 
distribution to them. Fourthly, in the case of a company 
other than an investment company, though control by 
votes is what the Act is in general concerned with, and 
the registered holder of the share is the person who counts 
for this purpose, yet if more than half the income can be 
apportioned to not more than five persons, the company 
is within Part IV. 

9. A company may be within Section 46, even though it 
is a public company and its shares are quoted on a 
recognised stock exchange. If the element of control 
exists, or has at the relevant time existed, the company is 
caught, even if it is a subsidiary company, or a company 
in which the public are substantially interested; the scope 
of Part IV of the 1940 Act is therefore wider than that of 
Sections 245 et seq of the Income Tax Act, 1952. But by 
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‘TAXATION’ 


ee 


INCOME 
TAX 


AND SURTAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETE 


AUTOMATIC THUMB INDEX 
The Five Second Reference Book 


FINANGE ACT, 1956 EDITION 
i 


To Taxation Publishing Company Limited 
98 Park Street, London, W.!| * MAYfair 7888 
To copies of ‘KEY TO INCOME TAX’ at 10/5 

post free 


NN ei 
(BLOCK LETTERS PLEASE) 


Remittance £ S Wenclosed. Date. cccccccccccccooome 4 
Accy. 10/56 


Share Interest Rate ~ 


INCREASED T0 


from Ist October / 


A national institution 
with total assets of £237,000,000 


ABBEY NATIONAL 
announce 


/ 


Income 
Tax Paid 


All money invested in Abbey National 
Share Accounts will bear with effect 
from Ist October 1956 the increased rate 
of 3} per cent per annum, income tax 
paid by the Society. This is equivalent 
to £6.1.9 per cent when income 
tax is paid at the standard rate. 


The rate of interest on ordinary Deposit Accounts 
will be increased to 3 per cent per annum, income 
tax paid, equivalent to £5.4.4 per cent where the 
standard rate of income tax is paid. Any sum 
from £1 to £5,000 is accepted; money may be 
withdrawn at convenient notice. Ask today for 
details at your nearest Abbey National Office, or 
write direct to the address below for the Society’s 
Investment Booklet. 


ABBEY NATIONAL 


BUILDING SOCIETY 


Member of the Building Societies Association. 


ABBEY HOUSE - BAKER ST. - LONDON, N.W.1 + Tel: WELbeck 82&2 


Branch and other offices throughout the United Kingdom : 
see local directory for address of nearest office 
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MANICOPY 


for Payroll Preparation 


The MANICOPY is saving hours of unnecessary work in 
many offices because it enables several records to be com- 
pleted at one writing and completely eliminates transcrip- 
tion errors. 

The MANICOPY provides complete P.A.Y.E. records 
from ONE original writing as the Earnings Card is written 
simultaneously with Payroll and Employees Slip. There is 
no need to prepare a detailed wage packet and no need to 
refer to Tax Table A. 


Payrolls on “No Carbon This simple device will bring you some of the advantages 


Required” P. ° . ; 
in oe oe - of the most up-to-date machine accounting systems with- 
MANICOPY use. out heavy initial costs or maintenance charges. 


* The same MANICOPY can also be used for SALES 
LEDGER, PURCHASE LEDGER, RECEIPTING M A N a F ap L ih i A L i D " 


and CHEQUE PAYMENTS. 


For practical evidence of the complete efficiency ss 
of this system write to Manifoldia today. Our Repre- Otitis aeaeeee WEST BROMWICH aeiaaee 
sentatives will be pleased to demonstrate anywhere 0506 STAFFS. perenne seca 


in the United Kingdom, without obligation. 


lwantassa 
FAMILY WELRARE, ASSOCIATION 
OFFERS A UNIQUE SERVICE TO llarehE Kalef 


ACCOUNTANTS — TRUSTEES _ 
AND OTHER OFFICIAL AND PRIVATE PERSONS 
OF 
LEGACIES AND CHARITABLE BEQUESTS BUILDING SOCIETY 
acne 1 
%* Free advice as to the status and financial Paid-up Shares m 
position of charitable Organisations. 9 
%* Information regarding Charities affected, and 
not affected by Act of Parliament. 
* 
* Help and advice as to the needs of Charities Subscription Shares 
for those making gifts or bequests. (Fixed Regular Monthly Savings) | 
FOR 86 YEARS THIS HAS BEEN PART OF THE _ Deposit Accounts 3% 
All with income tax paid by the Society 


SERVICE PROVIDED se THE ASSOCIATION PROVINCIAL 
FAMILY WELFARE ASSOCIATION O 
296 VAUXHALL BRIDGE ROAD ne the C CK 
a aoe HEAD OFFICES of ¢ “ Big Sex 


VICTORIA 7334 ALBION STREET LEEDS 1 Tel. 29731/2/3 
LONDON OFFICE ASTOR HOUSE ALDWYCH W.C.2 Tel. HOLborn 3681 
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ACCOUNTANCY 


sub-Section (4) of Section 55 it is provided that that Sec- 
tion does not apply to shares or debentures of a class as 
to which permission to deal has been granted by the 
committee of a recognised stock exchange in the United 
Kingdom and dealings in the ordinary course of business 
on that stock exchange have been recorded during the 
year ending with the death of the deceased. 

10. If there is no question of Sections 46 or 55 being 
applicable, the problem of estate duty is not usually one 
of primary importance on a winding-up or reconstruction. 
If in the course thereof a shareholder parts with his shares, 
he will ordinarily do so for full and valuable considera- 
tion, and there will be no element of bounty in the 
transaction. The consideration he receives, whether in the 
form of cash, shares or otherwise, will be potentially 
dutiable in his hands in place of the shares he has parted 
with. But prior to the winding-up or reconstruction, a 
shareholder may have given away, or made a voluntary 
settlement of, shares in such manner that there is still the 
possibility of their attracting duty on his death, namely, if 
the gift or settlement was within the previous five years, 
or earlier if the donee or the trustees did not at once 
assume bona fide possession and enjoyment of the shares, 
and thenceforward retain it to the entire exclusion of the 
donor or settlor and of any benefit to him by contract 
or otherwise. In such a case what will be dutiable will be 
the very shares which formed the subject matter of the 
gift or settlement, and nothing else. Attorney-General v. 
Oldham [1940] 2 K.B. 485; Sneddon v. Lord Advocate 
[1954] A.C. 257 (overruling Re Payne [1940] Ch. 576); 
Iveagh v. C.I.R. [1954] Ch. 364. In Sneddon’s Case Lord 
Morton of Henryton at page 265 explained the matter 
thus: “In each case the property taken is the cash or 
shares which the donor gives or transfers or whereof he 
declares trusts. The tax under Section 2 (1) (c) [of the 
Finance Act, 1894] is a tax upon ‘property taken under a 
disposition . . . purporting to operate as an immediate 
gift inter vivos.’ It is a tax upon certain defined property, 
and it is necessary to look at the moment when the gift 
was made in order to see what that property was; it is not 
a tax upon beneficial interests in property and it matters 
not whether the gift was made (to quote the sub-Section) 
‘by way of transfer, delivery, declaration of trust or other- 
wise.’ In that case a settlor had settled the sum of 
£5,000, which the trustees had at once invested in the 
shares of a company controlled by the settlor. The settlor 
died less than five years later, and the House of Lords held 
that what was dutiable was the sum of £5,000, and not the 
trust fund at the date of death, the value of which was 
£9,250. 

11. If, therefore, a gift or settlement of shares has been 
followed by the making of a bonus issue of shares by the 
company, only the shares comprised in the original gift or 
settlement, and not the bonus shares received in right 
thereof, can be dutiable. Equally, if, following the gift or 
settlement of the shares, the company is wound-up, and 
the shares cease to exist, no duty will be payable in 
Tespect thereof on the subsequent death of the donor or 
settlor, even within the five year period, and even though 
the donee or trustees have cash or other shares in their 
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hands representing the original shares. But this result 
follows only if the specific subject matter of the original 
gift or settlement has ceased to exist; if it still exists, 
though in the hands of another, then on the death of the 
donor or settlor within the requisite time the donee or 
trustees will be liable for estate duty on the value of the 
shares, though not on the consideration they have re- 
ceived for those shares. Thus if substantial gifts or settle- 
ments of shares have been made by shareholders within 
the preceding five years, there is a decided advantage to be 
obtained by winding-up the company in question, whether 
as an end in itself or as part of a scheme of reconstruction. 
Frequently such gifts or settlements are made prior to and 
in expectation of a winding-up. 

12. As regards cases in which the provisions of Section 
55 are or may be applicable, the situation is not sub- 
stantially different, since that Section is concerned only 
with the matter of valuation, substituting the onerous 
“assets and liabilities” basis for the usual open market 
value basis under Section 7 (5) of the Finance Act, 1894. 
(It was the latter basis which was so fully considered by 
Danckwerts, J., in Re Holt [1953] 1W.L.R. 1488.) Section 
55 makes no change in the rules concerning accounta- 
bility for or incidence of estate duty, and therefore the 
company and its liquidator are not affected thereby. But 
the Section applies not only if shares within its compass 
actually pass on death, but also if they are deemed to 
pass—as, for example, if they have been comprised in a 
gift or settlement made within five years of death, though 
there are now certain exceptions to this under Section 29 
of the Finance Act, 1954—see Sanderson v. C.I.R. [1956] 
2 W.L.R. 98. If a shareholder sells his shares for full con- 
sideration, the shares cannot be dutiable on his subse- 
quent death, and no question of the application of Section 
55 will arise. But if he has given away or settled shares 
within the previous five years, the possibility of Section 
55 applying thereto is an additional reason for adopting 
a scheme of re-organisation which will involve winding- 
up the company, with the consequent disappearance of 
the shares. 

13. The fact that the provisions of Section 46 of the 
Finance Act, 1940, will or may become applicable on the 
death of a shareholder, while being an incentive to wind- 
up the company, can create difficulties. In order that the 
Section may apply it is necessary, firstly, that the company 
be of the kind mentioned above in paragraphs 8 and 9, and 
so within the provisions of Part IV of the 1940 Act; 
secondly, that the shareholder in question has made “a 
transfer of any property” to the company; and, thirdly, 
that “benefits” have accrued to him from the company 
in the five years ending with his death. The expression 
“transfer of any property” is very wide; by virtue of 
Section 72 (2) of the Finance Act, 1952, it includes a 
payment of money; and it matters not when the transfer 
was made, or whether or not it was for value. The 
transfer need not necessarily have been by the 
person in question himself; a transfer by a company of 
or over which he had control or powers equivalent to 
control is sufficient, as is a transfer by any other person 
if that transfer and some disposition by the person himself 
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constitute ‘‘associated operations” as defined in Section 
59. Thus if A. controls company X., which as part of a 
reconstruction sells its undertaking to company Y., on 
A.’s death estate duty can be claimed from company Y. 
under Section 46 if ‘benefits’ (which are very widely 
defined) have accrued from that company to A. within 
five years of his death. 

14. Under Section 46 it is the company that is primarily 
accountable for the duty, a “‘slice” of its assets being 
deemed to be included in the property passing on the 
death. The size of the “‘slice” is determined by comparing 
the aggregate amount of the benefits accruing to the 
deceased during the last five accounting years before his 
death (or if the company has not been in existence so long, 
during the number of such years it has been in existence) 
with the aggregate amount of the net income of the com- 
pany for the said years, the amount of any loss sustained 
by the company in any of those accounting years being 
deducted in arriving at the aggregate net income. 

15. The object of Section 46 could quite easily have been 
frustrated by a distribution of the assets of the company 
during the transferor’s lifetime, and in particular by a 
winding-up, had the legislature not stopped this loop- 
hole. To explain the position it is necessary to cite three 
sub-Sections of the 1940 Act: 


46 (3). The assets of the company which are deemed to be 
included in the property passing on the death of the 
deceased by virtue of this Section shall include any assets 
thereof which have been disposed of or distributed by the 
company at any time between the beginning of the first 
of the accounting years aforesaid and the death of the 
deceased, either— 

(a) in or towards satisfaction of rights attaching to shares 
in or debentures of the company, or 

(b) otherwise howsoever except as follows, that is to say, 
by way of sale for full consideration in money or 
money’s worth received by the company for its own 
use and benefit, or in or towards discharge of taxes 
or rates or other liability imposed by or under an 
enactment, or in or towards discharge of a fine or 
penalty or of a liability for tort incurred without 
collusion with the injured party, 

including assets which have been so disposed of or 

distributed in a winding-up, whether continuing at or 

completed before the death: 

Provided that this sub-Section shall not apply to assets 
disposed of or distributed by way of payments from which 
income tax was deductible, or which were assessable to 
income tax, of amounts not exceeding in the aggregate, 
as respects payments made in any accounting year or in 
the period between the end of the last accounting year and 
the death of the deceased, the amount of the income of 
the company for that year or period. 

54 (1). The following persons shall be accountable for 

the duty payable on the death of the deceased by virtue of 

Section forty-six of this Act, that is to say: 

(a) the company; 

(b) any person (other than a bona fide purchaser for full 
consideration in money or money’s worth received by 
the company for its own use and benefit) who re- 
ceives, whether directly from the company or other- 
wise, or disposes of, any assets which the company 
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had, whether as capital or as income, at the death or 

at any time thereafter; 

(c) any person who received any distributed assets of the 
company on their distribution: 
Provided that a person shall not— 

(i) by virtue of paragraph (4) of this sub-Section, be 
accountable in respect of any assets for any duty in 
excess of the value of those assets, or 

(ii) by virtue of paragraph (c) of this sub-Section, be 
accountable in respect of any assets for more than 
a part of the duty bearing to the whole thereof the 
same proportion that the value of the distribution 
of those assets bears to the principal value of the 
assets of the company passing on the death by 
virtue of Section forty-six of this Act after making 
the allowances to be made under Section fifty of 
this Act. 

For the purposes of this sub-Section the expressions 

“distributed assets” and “‘assets of the company passing 
on the death” do not include any distributed assets of the 
company which the deceased received on their distribu- 
tion; and a person who, having received any distributed 
assets of the company, has died before the deceased shall 
be deemed to have been a person accountable by virtue of 
paragraph (c) of this sub-Section. 
54 (4). On a winding-up of the company sub-Section (1) 
of Section two hundred and sixty-four of the Companies 
Act, 1929 (which determines what debts shall have priority 
over other debts in a winding up) shall have effect as if 
there were included in paragraph (a) of that sub-Section a 
reference to any duty payable in respect of assets of the 
company passing on a death by virtue of Section forty- 
six of this Act, and Section seventy-eight of the Companies 
Act, 1929, shall have effect accordingly. 

(The corresponding provisions in the Companies Act, 
1948, are Section 319 (1) and (2) and Section 94, but by 
virtue of Section 459 (9) (c) the above quoted sub-Section 
is not affected.) 

16. These provisions are far from simple either to 
understand or apply. It seems, however, that if the death 
does not occur until the winding-up has been completed, 
and all assets distributed, the company is not accountable 
for any duty under Section 46, the only persons account- 
able under Section 54 (1) being those, other than the 
deceased himself, who received any of the distributed 
assets of the company on their distribution, and the 
personal representatives of any such person who died 
after receiving any of the distributed assets. Thus the 
duty payable under Section 46 can constitue a preferred 
debt only if the death has occurred prior to the com- 
mencement of the winding-up, or at least prior to its 
conclusion, and the liquidator is therefore under no 
necessity, before making a final distribution, of making 
any provision for the possibility of a claim under Section 
46 arising in respect of a subsequent death. Difficult 
questions can arise in the type of cases mentioned at the 
end of paragraph 13 above, where a controlled company 
sells its undertaking and assets to another company, and 
the person having the control receives benefits from the 
new company and dies, but it would take too long to 
investigate them here. 


(To be concluded.) 
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THE Employer's Guide, issued by the Inland Revenue, 
states: 


Form P11D is provided for the employer to give details 
of expenses payments and benefits in kind for directors 
and employees to whom these provisions apply. Except 
in any case for which the employer has been given a 
dispensation by the Inspector, expenses payments made or 
reimbursed to directors, etc., should be treated as follows 
for tax deduction purposes: 

(a) Reimbursement of Expenses—Reimbursements of 
expenses should not be treated as pay or entered in 
column 2 of the Tax Deduction Card, if they are— 

(i) reimbursements of expenses actually incurred by the 

director or employee in the performance of his duties 

(or payments in advance or on account of such 

expenses), Or 

(ii) payments made according to a scale calculated to do 

no more than reimburse the actual outlay, e.g. scale 

subsistence allowances paid for absences on business 
journeys, 
and no direction to deduct tax has been given by the tax 
office. 

(b) Round-sum expenses allowances—Round-sum ex- 
penses allowances should be treated as pay and entered in 
column 2 of the Tax Deduction Card unless the em- 
ployer is specifically authorised by the tax office not to 
deduct tax from them. Where tax is not to be deducted 
from the whole or some part of round-sum expenses 
allowances the Tax Deduction Card will show, not only a 
code number, but also a note such as “Entries in column 
2 should exclude any round-sum expenses payments up 
|) Pe for the year” or “Entries in column 2 should 
include the excess over£...... for the year of any round- 
sum expenses payments.” 

“Round-sum allowance” includes any payment not 
within (a) above, such as a fixed annual sum to cover 
expenses to be met by the recipient or an amount put at 
his disposal for which he does not account to his em- 
ployer. 

(c) Benefits in kind—The liability to tax on benefits in 
kind will, as far as practicable, be taken into account by 
adjustment of the coding of the person concerned. The 
value of benefits in kind should not be treated as pay for 
tax deduction purposes by the employer or entered in 
column 2 of the Tax Deduction Card. 


On the question of dispensations, the Employer's 
Guide says: 


The provisions are not aimed at expenses payments or 
benefits the cost of which, if borne by the director or 
employee, would be allowable in full in an income tax 
expenses claim. If the employer supplies the Inspector of 
Taxes with a statement of his arrangements for paying 
expenses and providing benefits, and the Inspector is 
satisfied that the payments and benefits would be covered 
by an income tax expenses deduction, he will notify the 
employer that the provisions will not be applied to them 
so long as the circumstances remain unchanged. Where 
a dispensation has been given, the value of any benefits in 


kind and all expenses payments within the dispensation 
may be omitted from the form P11D. 


The Guide also deals with expense payments and 
benefits in kind which are within Chapter II of Part VI of 
the Income Tax Act, 1952. 

That is all the official guidance. 

The admissibility of any expense is governed by Rule 7 
of Schedule E (see 9th Schedule to the Income Tax Act, 
1952). It is important to note that Rule 7 reads: 


If the holder of an office or employment of profit is 
necessarily obliged to incur and defray out of the emolu- 
ments thereof the expenses of travelling in the perform- 
ance of the duties of the office or employment, or of 
keeping and maintaining a horse to enable him to per- 
form the same, or otherwise to expend money wholly, 
exclusively and necessarily in the performance of the said 
duties, there may be deducted from the emoluments to be 
assessed the expenses so necessarily incurred and 
defrayed. 


It will be seen that it starts by dealing with travelling 
expenses which the person is necessarily obliged to incur 
and defray out of his emoluments and that the travelling 
must be in the performance of the duties of the office. The 
Rule then goes on to deal with the expenses necessarily 
incurred in keeping and maintaining a horse to enable him 
to perform his duties. The third part says that if he is 
necessarily obliged otherwise to expend money wholly, 
exclusively and necessarily in the performance of his 
duties then he can deduct from his emoluments the ex- 
penses so necessarily incurred and defrayed. 

Capital allowances on plant and machinery used for 
the purposes of the office or employment are given by 
Section 302. It might be interesting to argue that Section 
302 says that the provisions regarding capital allowances 
with any necessary adaptations apply in relation to 
offices “‘as they apply in relation to trades”’ and, therefore, 
that the words of Rule 7 are inappropriate—that is, the 
word “‘necessarily” would not apply to capital allowances. 
It is unlikely that the Revenue would react favourably to 
this argument! 

The completion of form P11D revolves entirely round 
Rule 7 and Section 302 and very little guidance can be 
given since everything depends upon the exact nature of 
the expenditure in each case. In connection with capital 
allowances, Sections 279 (3) and 289 are important, as 
they provide that where machinery or plant is the subject 
of part-time use otherwise than for trade purposes, only 
such allowance is to be made as is just and reasonable 
having regard to all the relevant circumstances of the 
case. The provisions respecting initial allowances have 
effect also for investment allowances. Probably the most 
common item attracting capital allowances under 
Schedule E is the motor car and this, of course, does not 
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attract investment allowance. The Revenue have tried to 
support a restriction for “‘personal choice” in the case of 
an expensive car used for farm work. It was decided in 
Kempster v. McKenzie [1952] 33 T.C. 193, that the 
General Commissioners had no evidence to support such 
a restriction. Nevertheless, the Revenue have persisted 
in this argument and in the recent case Chambers 
(Northiam Farm) v. Watmough [1956] C.I. 462a they 
succeeded. They have not yet disallowed anything for 
first class travel where second class is available; yet 
there is personal choice there! 

A correspondent has asked “If the company owns a 
motor car which is used exclusively by the director, is the 
car tax and insurance expenditure laid out on his behalf? 
If the car is used both by the director and by others, what 
is the position? How wide is the term ‘expenses’? It is 
generally accepted to cover travelling and entertaining 
but are other items—gratuities, outside telephone calls, 
etc., included? If the company purchases tickets for a 
trade function and a director attends, is this expenditure 
laid out on his or the company’s behalf?” 

The answer is that it depends entirely whether the 
expenditure is on “other items” necessarily incurred by 
the director in the course of his duties and wholly and 
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exclusively so incurred. The car tax and insurance are 
part of the expenses of running the car and if the car is 
used solely by the director and others employed by the 
company on the business of the company and for no 
other purpose, the whole of the running expenses will be 
allowed. Similar remarks apply to the other items. 
Gratuities are just as much expenses as the cost of a hotel 
room or a meal in respect of which the gratuity is given. 
The nature of the trade function might have some effect 
but in general attendance at trade functions is on the 
business of the company. 

Another point frequently raised by the Revenue is 
reciprocal entertaining. On this reference can be made to 
Bentley, Stokes and Lowless v. Beeson [1952] 2 All E.R. 
82. This was a Schedule D case where a firm of solicitors 
entertained existing clients by providing meals at which 
professional advice was given for the purpose of con- 
venience. The necessity for expenditure is, of course, 
irrelevant and immaterial under Schedule D but it is 
thought that the same principle would apply as to 
reciprocity once it was shown that the expenditure was 
necessarily incurred. The Court of Appeal pointed out 
that on the question of the presence of hospitality, if this 
vitiated expenditure from being allowable, any expendi- 


FRONT OF FoRM: 


RETURN OF PAYMENTS, BENEFITS, ETC., TO OR FOR DIRECTORS AND CERTAIN EMPLOYEES 
YEAR ENDED APRIL 5, 195 


Name of director or employee... 


District refce........ 


A return on form P11D should pa ates tie (a) each director, whatever his remuneration, and (6) each employee ieee gross 
emoluments, inclusive of the items below, are at the rate of £2,000 or more a year. Include all expenses, etc., except those within the limits 
of a dispensation given by the Inspector. Sums received from the director or employee in payment for assets transferred or to make good 
expenditure by the employer should be deducted in arriving at the amounts entered below and brief particulars of any such deductions or of 


any apportionments should be given in the ‘‘Notes’”’ space overleaf. 


Complete those items (1) to (4) below which apply. If none of them applies, enter “‘None’’ here 
(Items (1) to (4) need not be completed where the employment is within paragraph 123A of the Employer’s Guide.) 


Expenses Payments and Benefits in Kind 


‘. 


Amount 


(1) All sums paid to the director or employee to meet his expenses or to meet expenses of the employer defrayed by him (see Employer's Guide, 


paragraph 126)— 
Description (e.g., car expenses, entertainment exponen, etc. ) 


(2) All sums paid ny the employer in ie of expenses nent i the dean or onitues (see Radea 's Guid-, ianeaelh 126)— 


Description (e.g., hire of car, payment of hotel bills, etc.) 


(3) The cost incurred by the employer in providing benefits in kind or facilities of any nature for the due or employee, other than onauned 


benefits (see Employer’s Guide, paragraph 126A)— 
Description (e.g., use of employer’ s car, free ae accommodation, etc.) 


(4) The value of any asset transferred to the director or employee (see Employer’s Guide, paragraph 127)— 
Description (e.g., car, dwellinghouse, etc.). Give market price where the asset depreciated or was used before transfer—otherwise give cost 


price 


Less Amounts (if any) included above and treated as pay on the Tax Deduction Card 
(Please see over) 


P11D 


BACK OF ForRM: 


Complete those items (5) to (7) below which apply. In none of them applies, enter “‘None”’ here 


Fees, bonuses, commissions, etc., paid or payable after end of year for which earned (see Employer’s Guide, 


(5) Payments included in total gross pay on Tax Deduction Card which relate to a omens oul 


iption .. 


(6) Payments ite to the year ended 5 April last which have hoon or will = made die that date 


Date payment was or will be made (if known) 


en 
_ <.. 
Total ' eae 
2 a a 
Net Total £ 
agraph 119) aa 
Amount £ 


. Amount (or approximate amount) ¢...... 


(7) Remuneration not shown overleaf or above and aon which t tax could not be pra - Employer’s Guide, paragraph 115) 


Description 


. Amount or Value £ 


Notes 
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ture on entertaining would not be allowable at all. The 
Court took the viewpoint that the expenditure on the 
solicitor’s own lunch was deductible just as much as that 
on his client’s lunch. 

The question of expenditure that includes travelling 
by the director’s wife falls into exactly the same category. 
It is well known that entertaining in other countries is 
recognised as essential to obtain business and when 
businessmen from the Continent are in this country 
business would be lost if they were not treated in the way 
expected. This commonly means entertaining their 
womenfolk, which is impossible unless ladies are included 
in the party. We cannot think that even the most narrow- 
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minded (or broad-minded?) official would argue that in 
such circumstances the director had to take his secretary 
rather than his wife to do the entertaining! 

It appears that in many cases the Revenue have been 
winking a blind eye at the expenses of directors travelling 
to attend Board meetings. It is to be hoped that they will 
continue to do so because to assess all such expenses 
would mean that many directors were out of pocket as a 
result of exercising their office. The director gets no per- 
sonal benefit from such travelling although in theory it 
must be disallowed in very many cases. 

The experience of readers in connection with form 
P11D would be useful to pass on in these columns. 


agreement, either directly or by 
virtue of the exercise by the 


Tax Assessment of Part-time 
Consultants 

It is reported in the British Medical 
Journal that the British Medical 
Association, in conjunction with 
certain other bodies, including the 
three medical defence organisations, 
recently supported five part-time 
consultants in appeals against the 
assessment under Schedule E of the 
Income Tax Act, 1918, as amended 
by the Income Tax Act, 1952, of the 
remuneration received from their 
hospital appointments and from 
domiciliary consultations. As a result 
of the assessment under this Schedule 
the narrow rule governing expenses 
applicable to Schedule E operated 
upon the bulk of the consultants’ 
professional expenses. 

The appeals were heard in April by 
the Special Commissioners of Income 
Tax. The hearing lasted six days, and 
the appellants were represented by 
Sir James Millard Tucker, Q.c., and 
Mr. John Creese. 

The Special Commissioners an- 
nounced on July 31 that they had 
allowed all the appeals and held that 
the consultants should not have been 
assessed under Schedule E but under 
Schedule D, both on the remunera- 
tion of their hospital appointments 
and on fees paid for domiciliary con- 
sultations. In the Special Com- 
missioners’ opinion the consultants’ 


part-time hospital appointments 
were a necessary part of the exercise 
of their profession and merely inci- 
dental thereto, notwithstanding that 
a great deal of their time was thereby 
taken up. 

The Crown are taking the question 
to the High Court. 


Estate Duty and Industrial Assets 
By Section 28 (1), Finance Act, 
1954, the scale rates of estate duty 
are reduced by 45 per cent. of them- 
selves in respect of industrial build- 
ings, plant and machinery used in a 
business. By sub-Section 2, the pro- 
portion of the value of shares or 
debentures of a company charged 
with estate duty under Section 55, 
Finance Act, 1940, attributable to 
such assets also attracts the lower rate 
of duty. The relief does not always 
apply to partnership assets when a 
partner dies, and the following views 
of the Estate Duty Office appeared in 
the Law Society’s Gazette for July, 
1956. 
(1) The reduced rate is applicable 
where: 
(a) the right of the deceased’s 
partner’s representatives is to a 
share of the partnership assets as 
such (an uncommon case); or 
(b) the deceased’s share of the 
partnership assets passes to a 
beneficiary under the partnership 


deceased of a power conferred by 

the partnership agreement. 

(2) In the case of a partnership at 
will without an agreement, a share in 
the assets of the business does not 
pass on the death of a partner and 
estate duty is accordingly payable at 
the full rate. The partner’s death 
dissolves the partnership (Partner- 
ship Act, 1890, Section 33 (1) ) and 
his interest in the business—to be 
ascertained according to the rules set 
out in Section 44 of the Act—is a sum 
of money constituting a debt due 
from the surviving partners (see 
Section 43). 

Accordingly, the circumstances in 
which the reduced rate provided by 
Section 28 (1) of the Finance Act, 
1954, applies to a business carried on 
in partnership are identical with those 
in which the reduced rate of estate 
duty (see Section 23 of the Finance 
Act, 1925) applies to agricultural 
land held by partners. 


“Taxation” Key to Income Tax and 
Surtax—1956/57 

The 1956/57 edition of this publica- 
tion by the Taxation Publishing Co. 
Ltd., London, has appeared with the 
usual promptitude (price 10s. net, 
10s. 5d. post free). It contains the 
familiar features of easy reference 
and will be found to be as complete a 
guide for everyday use as is likely to 
be needed in an everyday case. In 
addition to the current rates, those 
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since 1899 are included, although it is 
doubtful if they are likely to be 
needed quite so far back! The clear 
explanation of the law relating to 
Schedule E, as amended by the 
Finance Act, 1956, will be welcome. 
Probably the best thing that can be 
said about the publication is that it 
maintains its high standard. 


Private User and Capital Allowances 
In any case where there is non-busi- 
ness use of an asset, the capital allow- 
ances for wear and tear have to be 
such as are “just and reasonable” 
having regard to all the circumstances 
(Sections 279 (3), 289 and 293, In- 
come Tax Act, 1952). It is important 
to note that non-business use has to 
be estimated for the purpose of the 
initial allowance or, where relevant, 
the investment allowance. Subse- 
quent changes in the proportion of 
non-business use will not affect the 
initial (or investment) allowance, 
but will be taken up to some extent in 
the balancing allowance or charge. 
The Inland Revenue method of 
computation seems to be as follows: 
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Income Taxes Outside the 
Commonwealth 

The Board of Inland Revenue have 
undertaken the preparation of an 
entirely new book under the above 
title as a companion to the existing 
Income Taxes in the Commonwealth 
(see our issue of September, page 
348). It is to be published in several 
parts, as completed, and will be in 
loose-leaf form to facilitate amend- 
ment and expansion. 

Parts 1 and 2 are now available, 
price 35s. (postage Is. 6d. extra). 
They summarise income tax laws in 
the United States of America and the 
Republic of Ireland, respectively. 
They deal principally with taxes in 
the United States for the years 1954 
and 1955 and in Ireland for the year 
1955/56 and are based on laws noti- 
fied up to December, 1955. Each part 
is separately indexed. 

The summaries have not been 
scrutinised by the authorities of the 
countries concerned and are not 
official expositions of the relative 
laws. It can be accepted, however, 
that the Board of Inland Revenue 


Motor Car (basic rate Non-business user 
20 per cent.) as agreed Allowed 
£ E Percentage £ £ 
Cost in year to December 31, 
1953 (after April 14) 1,200 
1954/55 Initial Allowance 240 
Annual Allowance 300 
540 15 81 459 
660 
1955/56 Annual Allowance 165 20 33 132 
495 
1956/57 Annual Allowance 124 10 12 112 
371 £126 £703 
Sale Proceeds (1956) 580 
Excess £209 
Average percentage restriction: s+ > +1015 per cent. 
£ 
Cost in 1,200 
Proceeds 580 
Actual wear and tear 620 
Deduct 15 per cent. 93 
Allowable 527 
Allowed 703 
1957/58 Balancing charge £176 
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would not authorise the publications 
without having taken every care to 
ensure their accuracy. 

The summaries will be exceedingly 
useful to all those having to deal with 
taxes in the countries concerned. It 
should, however, be noted that they 
are summaries and should be accepted 
as such, i.e. as guides to the legisla- 
tion. Anyone having extensive deal- 
ings with the taxation concerned 
should have at his elbow the 
relevant legislation, except in com- 
paratively simple cases. 


Investment Allowances—Fuel 
Economy Plant 

Under Section 15 (3) (6) of the 
Finance Act, 1956, investment allow- 
ances are to continue for expenditure 
incurred after February 17, 1956, on 
prescribed fuel-saving plant. The 
description of plant and the relative 
conditions are contained in an Order 
made under Section 15 (4). This is 
published as Statutory Instrument 
1956 No. 1295. 

The following additions are made 
to the preliminary list, which was 
published in ACCOUNTANCY for July, 
on page 281. 

Preburners incorporating automatic 
firing equipment for solid fuel. 

Oil heaters, if installed as a necessary 
part of an oil burning installation. 

Back pressure engines and turbines, if 
they discharge the whole or a substantial 
part of their exhaust vapours to process 
steam or heating systems. Ancillary 
equipment installed as a necessary part 
of a back pressure installation now in- 
cludes electrical transformers, steam 
condensers, extraction pumps, and oil 
separators. 

Steam accumulators. 

Filter presses installed for the purpose 
of reducing the amount of artificial heat 
required to dry or calcine any material. 


Clitas 

Release 34, dated August 15, 1956, 
of Current Law Income Tax Acts 
Service brings to subscribers the text 
of the Finance Act, 1956, with the 
appropriate annotations. In view of 
the importance of the changes in 
Schedule E, the new retirement 


benefits reliefs and various other 
matters appearing in the Act, this 
release will be very welcome. 
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¥*% FOR AUDIT CLERKS—The famous “Safe Pass” Courses for S.A.A. 
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Twenty-fourth Edition 


THE LAW OF 
STAMP DUTIES 


(ALPE) 
ENTIRELY RE-WRITTEN 


BY 
PETER E. WHITWORTH, B.A. 
of the Middle Temple and Lincoln’s Inn, Barrister-at-Law 
AND 


JAMES MACKENZIE 


of the Office of the Controller of Stamps, Inland Revenue 


RE-WRITTEN AND RE-ARRANGED FOR 
RAPID REFERENCE. ALL THE LAW, 
THE PRACTICE, THE EXEMPTIONS 


UP TO DATE 
Supplement includes provisions of Finance Act 1956 
55/- net By post 56/9 
Demy 8vo Cloth Bound 
PUBLISHED BY 


JORDAN & SONS, LTD. 


116 CHANCERY LANE, LONDON, W.C.2 


' 
' 


An excellent agency offer 
to professional men 


BELMONT FINANCE CORPORATION LTD. 
INDUSTRIAL BANKERS 
Members of the Industrial Bankers Association 

Registered Office: 22 Queen Street, London, E.C.4 

Branches in the principal cities of the U.K. 
Professional Men are invited to apply for 
Agencies of our Banking Department. The 
remuneration is not solely an introductory fee, 
but continues as long as the client’s account is 
with the Belmont Finance Corporation Ltd. 
There is no limit to the amount of Capital which 
the Corporation can accept. Interest 7% per 
annum. 
The strength of the security offered by the Corporation 
lies in the following factors :— 


1. There are no debentures, and it is not proposed to 
place anything in priority to the Depositors’ security. 

2. The ratio of paid-up Capital and Reserves to the total 
of Deposit and other accounts was approximately 30% 
at the end of April, 1956. 

3. Total Assets exceed £800,000. 

A copy of the Accounts can be obtained on application. 


Place your clients’ savings on deposit with the 
BELMONT FINANCE CORPORATION LTD. 
Today’s Finest Investment 


Send for Brochure to The Secretary, Belmont Finance Cor- 
poration Ltd., Belmont House, Westcote Road, Reading 
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JUST PUBLISHED 


‘The book . . . will prove a sound 
investment . . . The chapters dealing 
with surveys, index numbers, 
statistical sources and quality control, 
will provide information of value 


to many who are not students.’ 


ACCOUNTANCY 


The new eleventh edition of 


STATISTICS 


AND THEIR APPLICATION 
TO COMMERCE 


by A. R. ILERSIC, M.SC.(ECON.), B.COM., F.L.S. 


is completely up-to-date and 
contains much new material 


Price 25/= Post free UK 26/9 
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CHARLES DOUBBLE 
LIMITED 


COMPANY REGISTRATION AGENTS, COMPANY 
PRINTERS, SEAL ENGRAVERS AND STATIONERS 


COMPANIES REGISTRY 


Information and assistance rendered to the profes- 
sion in all matters relating to the Formation, Incor- 
poration and Winding up of Companies. 

New Companies Registered. 

Mortgages, Charges and Debentures Registered. 

Annual Returns, Resolutions and other documents 
stamped and filed. 

Searches made and Office Copies obtained. 


COMPANY PRINTING 

Draft Memorandum and Articles of Association for 
a Private Company adopting with modifications Table 
A of the Companies Act, 1948, settled by Alexander P. 
re Barrister-at-Law (Lincoln’s Inn). Post Free 

Memorandum and Articles of Association, Resolu- 
tions, Debentures, Share Certificates, Dividend War- 
rants, etc., printed with care and expedition. 

All Forms under the Companies Act, 1948, supplied. 


SERVICE 


We welcome eo enquiries in all the above matters, 
assuring you of our very best and prompt attention. 
Estimates free. 


10 BELL YARD, TEMPLE BAR, 
LONDON, W.C.2 


Telephone: Established 1845 Te hic Address: 
HOLBORN 0375 DOUBBLE, ESTRAND LONDON 
TACIOSIACIACIAOISSISOMOOMSOIMOMOMeMwOEMwye 


H.F.L. (PUBLISHERS) LTD - 66 CHANDOS PLACE - W(C2 


KING & CO 


SURVEYORS, VALUERS & AGENTS 
OF 

FACTORIES 

; FOR 


: RATING, VALUATION & SALE 


7| BISHOPSGATE, LONDON, E.C.2 


London Wall 1961 (4 lines) 


PA PA Swett Pett St wt 


eee en a ee ee ee 


je ee Sa - ae << Sie 7 a a ee oes: = =—hl( tll. = ai ok car eee oo. ere + oe ot ag 
Be SS). gi Sc —- aa, i 7 7° ea. hb ee | “Re Fy : ae cae ; a tious Sa - tt 
3 9 in > - . 2 en ae 
ie 
; 
| —— 
| a 
é ee 
j 
* 
¢ 2 - 
e-! d t t } ; ’ ‘ ‘es! , ’ ee 'e 
| " 
| ee 
") an 
: 1 
J 
cs 
4 = 
Pe = 
i] 
: s 
= 
) d 
J 
ce i rr 
ne t ee 9 
+ 
et 
. ” f 
Use ~ ” . 4 -3 


ACCOUNTANCY OCTOBER 


Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.LITT. 


Income Tax 


Trade— Deduction—Foreign company in- 
corporated to act as agent of English 
company—Wholly-owned  subsidiary— 
Commission agreement between com- 
panies— Minimum annual sum payable— 
Whether net payments in excess of 
commissions earned deductible in arriving 
at profits of English company—Income 
Tax Act, 1918, Schedule D, Cases I 

IT, Rule 3 (a). ; 


Marshall Richards Machine Co. Ltd. 
v. Jewitt (Ch. May 11, 1956, T.R. 135) 
was a case which illustrated the observa- 
tion by Greene, M.R., in Odhams Press 
Ltd. v. Cook (1938, 23 T.C. 233; (H.L.) 
56 T.L.R. 704), that companies carrying 
on business with the assistance of 
subsidiaries not infrequently found that 
for taxation purposes “‘certain incon- 
veniences” resulted. The appellant com- 
pany (hereafter referred to as “the 
company”) manufactured machines for 
making wire and other machinery 
ancillary to the wire and tube-making 
industry, and after the late war wished to 
enter the United States market. As it was 
found that a representative resident there 
would be hampered in doing business— 
the judgment of Upjohn, J., is not clear 
on this—in 1949 an American company 
was formed with 10,000 shares of com- 
mon stock of no par value. It was a 
wholly-owned subsidiary of the com- 
pany and its sole purpose was to act as 
its selling agent in the U.S.A. It appears 
from the judgment that the arrangement 
at the beginning of 1950 was that the 
company would pay the expenses of 
running the subsidiary in the amount of 
$25,000 a year, but that this was found 
to involve risk of liability to certain 
American tax. So, on December 19, 
1950, an agreement had been entered 
into between the two companies whereby 
the subsidiary was appointed sole agent 
for the sale and marketing of all 
machinery and other goods of the com- 
pany. By the agreement, the agent was to 
transmit the name of the customer to 
the company; all else was to be done by 
the latter direct with the customer and 
payment for the machinery sold was to 
be made to it. 

The financial provisions of the agree- 
ment were, roughly, that the subsidiary 
was to receive five per cent. of the net 


invoice price, excluding charges, etc., 
of goods despatched by the company to 
customers. Nothing was to be paid in 
respect of debts which proved to be bad. 
The company was to pay the subsidiary 
a minimum annual sum of $25,000 to- 
wards its operating expenses and this 
payment, or any increase approved by 
the company, was to be treated as on 
account of commission. If the payment 
exceeded in any year the commission 
credited to the subsidiary, the excess was 
to be carried forward. The actual pay- 
ments to the subsidiary had been in 
excess of the minimum, amounting to 
$29,000 in the year to September, 1950, 
and to $37,500 in the following year. 
These amounts exceeded considerably 
the commissions payable; and the first 
question in the case was whether, under 
Rule 3 (@) of the Rules applicable to 
Cases I and II of Schedule D, Income 
Tax Act, 1918, the net payments to the 
subsidiary were deductible in computing 
the profits of the company for the 
relevant years. 

The Special Commissioners had held 
that they were not, and were for the 
purpose of enabling the subsidiary to 
meet its obligations and to continue in 
existence. Upjohn, J., agreed with this 
finding, saying: 

That is exactly what the payment was 
for, and it was not laid out in any sense 
at all to advance the trade of the parent 
company. Of course, that was the motive, 
but it was not the purpose of the pay- 
ments. 


Lord Sands, the eminent Scottish judge, 
in David Carlow & Sons v. C.I.R. (1926, 
11 T.C. 120), pointed out in another 
connection the difficulties in the deter- 
mination of “‘motive,”’ and its dissocia- 
tion by the judge from “‘purpose” in the 
present case would seem likely to be the 
seed of future trouble. (“‘Motive’’ seems 
to the present writer to be the “‘engine” 
of every “‘purpose”’.) In Odhams’ case, 
Greene, M.R., whose judgment was 
approved in the House of Lords, re- 
jected the argument for that company 
that the decision in Usher’s Wiltshire 
Brewery Ltd. v. Bruce (1913-14, 6 T.C. 
399) applied and governed the matter, 
saying, inter verbos, ““They are unable to 
show that they acquired the shares in 
question for the sole purpose of obtain- 
ing printing orders.” The position here 
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was greatly different from that in 
Odhams’ case or in any other of the 
relevant cases, including the two others 
relied on for the Crown. Bearing in 
mind the limited nature of the sub- 
sidiary’s financial structure and the sole 
object with which it was formed, it 
would seem that if the test propounded 
by Greene, M.R., were the only one the 
company could have hoped to succeed. 
Apart, however, from other possible 
tests, the Special Commissioners had 
held that the payments in question were 
made by way of advances to the sub- 
sidiary. Nothing was said in the judg- 
ment on whether they were definitely 
bad debts; and, in view of the terms of the 
agreement that excess payments were to 
be carried forward, it is difficult to see 
how the Commissioners could have held 
otherwise. 


Income Tax 


Charitable exemption—Company incor- 
porated to present classical artistic, 
cultural and educational dramatic works 
—No portion of company’s income or 
property to be distributed as profit to 
members—Members’ liability limited by 
guarantee—Whether company incorpor- 
ated for charitable purposes only— 
Income Tax Act, 1952, Section 448 (1) (c). 


Associated Artists Ltd. »v. C.I.R. 
(Ch. May 8, 1956, T.R. 127) was an 
appeal from a decision of the Special 
Commissioners, who had upheld the 
refusal by the Revenue to recognise 
that the appellant company was within 
the exemption given by Section 448 
(1) (c) of the Income Tax Act, 1952, as 
being, in the words of Section 448 (3), 
“established for charitable purposes 
only.” The company was one limited by 
guarantee and its objects were, as usual, 
set out in Clause 3 of its memorandum. 
The first two sub-clauses were: 

(a) To present classical, artistic, 
cultural and educational dramatic works 
in the United Kingdom . . . and else- 
where. 

(b) To foster and increase the interest 
of the public in the dramatic art and in the 
correlated arts as well by the presentation 
of dramatic works as by other means, 
such as giving of lectures . . . and by any 
other lawful means calculated to promote 
any of the objects for which the asso- 
ciation is established. 

By sub-clause (f/f) the company could 
enter into agreements with authors and 
others for the acquisition of any rights 
in “any classical, artistic, cultural or 
educational dramatic work or works.” 
Sub-clause (/), a highly important one, 
will be referred to at a later stage. By 
clause 4 of the memorandum the com- 
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pany was to devote its income and 
property solely towards its declared 
objects. No portion was to be paid or 
transferred directly or indirectly by way 
of dividend or otherwise “by way of 
profit” to the members of the company. 

Of the four well-known divisions of 
charitable purposes recognised by law 
it was necessary for the company, in 
order to obtain exemption from tax, 
to establish that its object was “the 
advancement of education.”’ The Special 
Commissioners, in refusing the com- 
pany’s claim to exemption, had held 
that the opening words of clause 3 (a) 
must be read disjunctively, i.e. that the 
dramatic works had to be of either one 
or other of the kinds there mentioned, 
with the consequence that the company 
could present plays which were not 
wholly educational and, therefore, not 
charitable. Their decision was upheld by 
Upjohn, J., but on somewhat different 


grounds. 
The Crown’s main attack was upon 
the word “artistic”; but the first 


question examined by the judge was 
whether the words in sub-clause 3 (a) 
“classical, artistic, cultural and educa- 
tional” had to be read conjunctively so 
that the dramatic works had to have all 
those qualities, or disjunctively as 
found by the Special Commissioners. He 
held, on the authorities, that the only 
principle laid down was that the words 
had to be read grammatically. On this, 
he found the commas in the sub-clause 
not unimportant, whilst in sub-clause 
3 (f) the disjunctive “or” appeared. 
Looking at the matter from another 
angle, he held that, the company’s 
object being to produce plays, it would 
not be acting ultra vires if it produced, 
say, a play which was “classical and 
artistic” but not “cultural or educa- 
tional.” On the word “artistic’’, the 
Crown’s argument was that it was so 
wide and vague that the company could 
put on almost any kind of play, and 
certainly one which would not be 
charitable in the sense that it would 
improve the taste of the public and 
improve the dramatic art in the theatre. 
In an understatement, Upjohn, J., said 
that he had the greatest difficulty in the 
context in understanding what was 
meant by “artistic.” Referring to Lord 
Greene’s dictum in Royal Choral 
Society v. C.I.R. (1943, 22 A.T.C. 382; 
25 T.C. 263) that: 

In the case of artistic taste, one of the 

best ways of training it is by presenting 

works of high class. . . 
he said that the company’s memoran- 
dum did not in terms state that the 
object was to promote artistic taste but 
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to present artistic plays; and he held 
that the word “artistic” was too wide 
and too vague for a real charitable 
concept to be attached to an artistic 
dramatic work. 

The Crown also made attacks upon 
other sub-clauses of Clause 3, but in 
vain with the exception of that on sub- 
clause (/), which had not been attacked 
before the Special Commissioners. This 
read: 

To do all such other things as are inci- 

dental or which the association may think 

conducive to the attainment of any of the 
above objects, 


and Upjohn, J., held that the decision in 
Oxford Group v. C.I.R. (1949, 28 
A.T.C. 304: 31 T.C. 221) and the 
authorities referred to by Cohen, L.J. 
in that case were sufficient to render the 
company non-charitable. (Note. The 
judge’s decision on this point is wrongly 
stated in the Taxation Report head-note.) 

The decision will appeal to all who 
consider that any further extension of 
meaning to ‘“charitable’’ would be 
regrettable. Nevertheless, the distinction 
drawn by the judge between this case 
and that of the Royal Choral Society 
would seem to be doubtful. The de- 
clared object of the latter was to 
“advance and encourage choral sing- 
ing,” not to train artistic taste. That was 
held to be a result; and, logically, a 
similar argument was equally feasible in 
the present case. Still, the word 
“artistic,” like “‘taste”’ itself, is a word of 
highly diverse personal meanings. 
What is the height of artistic achieve- 
ment to one person may be an abomina- 
tion to another his equal in educated 
intelligence. In the present case, the 
Revenue and the taxpayer have sub- 
clause (/) to protect the judge’s decision. 


Income Tax 


Trade—Property-dealing company— War 
damage — Value payments — Whether 
trade receipt—War Risks Insurance Act, 
1939, Section 96—War Damage Act, 
1943, Sections 6, 7, 10, 11, 23, 36, 66, 
79, 96, 113, 127—War Damage (Public 
Utility Undertakings, etc.) Act, 1949, 
Section 28—War Damage (Increase of 
Value Payments) Order, 1947, Article 3. 


London Investment and Mortgage 
Company Ltd. v. C.I.R. (Ch. May 10, 
1956, T.R. 145) was a case of great 
fiscal importance. The company was a 
property-dealing company. During the 
war certain of its properties were 
destroyed or damaged by enemy action, 
with the result that it received value 
payments under the provisions of the 
War Damage Act, 1943. Appeals had 
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been made against assessments to in- 
come tax and profits tax for the years 
1948/49 and 1949/50, it being claimed 
by the company that in computing its 
profits value payments received in 
respect of war damage should not be 
included as trade receipts. The substance 
of the government scheme is well 
known and can be stated in general 
outline very briefly. It was one of com- 
pulsory insurance, a levy payable in 
five annual instalments of 2s. in the £ 
based on the annual value of the “‘con- 
tributory property,” the first payment to 
be made on July 1, 1941. Value pay- 
ments and cost-of-works payments were 
to be made out of moneys provided by 
Parliament in respect of property 
destroyed or damaged by enemy action. 
The levy was uniform throughout the 
country irrespective of the varying 
degrees of peril; and the net result was 
that, whilst property-owners and others 
interested in real property made special 
contributions, the nation as a whole 
bore the risk that the fund produced by 
the levy would prove to be insufficient. 
This risk has materialised on a very 
large scale. 

As was to be expected, the original 
statutory scheme proved to be both 
defective and inadequate; but, for 
present purposes, it is not necessary to 
examine in detail the various Acts 
revising or elaborating the original 
statutory provision. By Section 28 of 
the War Damage (Public Utility Under- 
takings, etc.) Act, 1949, which amended 
and retrospectively re-enacted Section 
113 of the War Damage Act, 1943, and 
was given retrospective effect over the 
whole period involved, all payments in 
respect of contributions and all pay- 
ments in respect of war damage were to 
be excluded in computing profits for tax 
purposes, the amounts paid or received 
being treated as on capital account. 
These provisions, whilst in principle 
simple of application to the ordinary 
trader or owner of property, made no 
special provision for a business of deal- 
ing in property, the buying and selling 
of what would normally be capital 
assets. 

The Special Commissioners’ principal 
finding in the appeal by the company 
had been that, following the decisions in 
J. Gliksten & Son Ltd. v. Green (1929, 
A.C. 381; 8 A.T.C. 46; 14 T.C. 364) and 
C.I.R. v. Newcastle Breweries Ltd. 
(1926, 5 A.T.C. 72; 12 T.C. 927), the 
payments received by the company in 
respect of properties forming part of its 
stock-in-trade that had been damaged 
or destroyed were prima facie to be 
brought in as receipts of its trade. They 
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had also made a second finding, relating 
to the treatment of expenditure of 
money on repairing or rebuilding, 
which the Crown had found to be un- 
satisfactory both in form and in sub- 
stance. As regards the accountancy 
aspect of the case, the number of possible 
variations was limited but, as against the 
Crown’s argument based on equity, it 
was contended for the company that the 
Crown’s claim could result in injustice. 
This contention would be more con- 
vincing to a reader of the judgment 
had the figures of such a hypothetical 
case been given. Taking it by and large, 
it would seem that if ascertainment of 
the correct amount of profit and loss 
computed on a commercial basis had 
been the problem, the Crown was 
entitled to succeed. The question, how- 
ever, was clearly one which had to be 
decided on the proper interpretation of 
the actual words of the relevant Acts; 
and Upjohn, J., saying that he found 
the case a most difficult one, reversed the 
decision of the Special Commissioners. 
He held the position to be one where a 
contribution was made and a payment 
received by the taxpayer: 
not as a part of his trading operations at 
all, but because he was compelled under 
the war damage scheme to make pay- 
ments with the corresponding right of 
getting the benefit in his capacity, not asa 
trader, but as an owner of the land. I do 
not think that it is proper to regard that 
receipt as a trading receipt. 
As regards this finding, whilst admitting 
the capacity in which the payments in 
question were made or received to be 
as stated by the judge, nevertheless, it 
could apparently also be contended that 
the company was in the capacity of 
owner only as an incident in the carrying 
on of its trade. 


Income Tax 


Trade — Manufacturer of pharma- 
ceutical products and wholesale druggist 
—Agreement with foreign government to 
assist in establishing industry for pro- 
duction of pharmaceutical and other 
products—Provision of “know-how’— 
Whether sum payable under agreement a 
trade receipt. 


Evans Medical Supplies Ltd. ». Moriarty 
(Ch. May 18, 1956, T.R. 161) was an 
addition to the long list of cases where 
the question has been whether a lump 
sum payment is of capital or income 
nature. The appellant company carried 
on business as manufacturer of pharma- 
ceutical products and wholesale drug- 
gist on a very large and world-wide 
scale. In 1953, when the contract out of 


which the issue arose was entered into, 
it had an agency in Burma. The govern- 
ment there wished to establish a local 
industry for the production of pharma- 
ceutical and other products and to 
secure assistance in setting it up. The 
company, in the face of great com- 
petition, had secured the contract, 
which was contained in an agreement 
dated October 20, 1953. By it, inter alia, 
the company agreed to organise the 
factory and laboratories that the 
Burmese Government proposed to 
build, and undertook to supply the 
information that would be needed for 
its efficient operation. In other words, 
the company was to impart its “know- 
how” to the government in considera- 
tion of £100,000. In addition, the com- 
pany had undertaken under the agree- 
ment to train the personnel and to act 
as purchasing agent in consideration of 
an annual fee, admitted to be taxable. 

The Special Commissioners had found 
that the £100,000 was a receipt of the 
trade of the company as wholesale 
druggist in Burma, either of the trade 
hitherto carried on or of a new trade 
commenced at the date of the agree- 
ment, and that in either event it was 
properly included in the computation of 
profits as wholesale druggist for 1954/55. 
They had, further, held in substance that 
the sum in question was not paid for the 
sale or assignment of secret processes, 
that the company had not sold or 
assigned any property and that, reading 
the agreement as a whole, it was one for 
the provision of services. Upjohn, J., 
said that two questions arose: first, 
whether, apart from the true construc- 
tion of the agreement, the £100,000 fell 
to be brought in as a trading receipt of 
some trade carried on by the company, 
and, second, even if no such trade was 
carried on, whether the receipt was upon 
the true construction of the agreement 
capital or income. The first he held to be 
essentially a question of fact. The 
company, he said, was not carrying on a 
trade in the provision of such services as 
those provided for in the agreement, and 
he held that there was no evidence to 
support the Special Commissioners’ 
finding. 

On the second question—whether, 
although not a trade receipt, the 
£100,000 was capital or income for in- 
come tax—he held, after a careful 
examination of the lump sum patent 
and copyright cases, that the Special 
Commissioners in coming to the con- 
clusion that, read as a whole, the agree- 
ment was one for the provision of ser- 
vices had misunderstood and miscon- 
strued the agreement. The company by 
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parting with the secrets of its business 
was, he said, parting for ever with part 
of a valuable asset to enable an entirely 
new and competing industry to be set up 
in Burma, which, as the Special Com- 
missioners had found, would make the 
company’s agency there progressively 
less important. He therefore reversed 
their decision, holding that the £100,000 
was a capital payment as described in 
the agreement. 

Whilst the decision that the payment 
was not a receipt of the company’s 
trade will probably meet with general 
acceptance, there was undoubtedly a 
large element of “‘services” in the agree- 
ment, and ever since the decision in 
Ryall vy. Hoare (1923, 8 T.C. 521) it has 
proved difficult to avoid tax in any case 
where this element has been present, 
although Case VI of Schedule D has 
been held to apply. (For probably good 
reasons, this line of argument was not 
pursued.) As regards the parting with 
secrets, the position would seem to be 
somewhat similar to that of a firm which, 
in consideration of a premium, under- 
takes to impart to a pupil-apprentice 
the secrets of its “‘mystery,”’ and does so 
sometimes with dire results, although 
such a case is rarer today than it was 
fifty years ago. 


Income Tax 


Trade—Road haulier—Vehicles operated 
under “A”  licence—Application for 
variation of licence allowing use of 
additional vehicles—Application refused 
—Whether costs of application de- 
ductible in computing profits of trade— 
Income Tax Act, 1952, Section 137. 


Pyrah vy. Annis & Co. Ltd. (Ch. 
June 15, 1956, T.R. 193) arose out of the 
provisions of the Road and Rail Traffic 
Act, 1933. The respondent company 
held an “‘A” licence. It is impossible to 
gather from the report of the judgment 
what the licensed fleet of vehicles con- 
sisted of in 1952, but in that year the 
company had applied to the licensing 
authority to vary the existing licence by 
including three additional articulated 
vehicles (that is, vehicles used for carry- 
ing timber and lengthy machinery). 
Had the application been granted the 
company’s licence would have been of 
greater value than that which it held. It 
was, however, refused, and the subse- 
quent appeal to the Transport Tribunal 
was dismissed. The legal costs incurred 
amounted to £1,272 and, on appeal, the 
General Commissioners had held that 
the amount was deductible in computing 
the profits of the company’s trade. 
Vaisey, J., reversed their decision, 
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finding that the analogy between a 
road haulage licence and an excise 
licence for licensed premises must be 
very close and that a long line of 
authorities showed that the expenditure 
was of a capital nature and, therefore, 
inadmissible. Seeing that an important 
and established principle was involved, 
the company was unlucky in its success 
before the General Commissioners. 


Income Tax 

Teacher employed in daytime—Lectures 
or lessons given at night under appoint- 
ment for part-time service in institutes 
for further education—Whether income 
from office or employment or from pro- 
fession or vocation. 


Fuge v. McClelland (Ch. June 22, 
1956, T.R. 245) was a case where the 
appellant’s wife was a teacher who, in 
addition to her ordinary daytime 
teaching, had given evening lessons or 
lectures on a separate part-time engage- 
ment. The remuneration for the wife’s 
daytime services had been taxed under 
Schedule E without objection; but for 
some reason or other, about which 
Vaisey, J., said he was not sure, the 
appellant was very anxious that his 
wife’s earnings from her evening work 
should be assessed under Schedule D 
and not under Schedule E. The General 
Commissioners had dismissed his ap- 
peal; and Vaisey, J., affirmed their 
decision, but with a recommendation to 
the Revenue to be lenient. 


Income Tax 


Expenses of management—Life assur- 
ance business—Changes of investments— 
Commission paid to stockbrokers— 
Stamp duty on transfers—Whether ex- 
penses of management—Income Tax 
Act, 1918, Section 33—Assurance Com- 
panies Act, 1909, Sections 3, 4, 7. 


Sun Life Assurance Society v. David- 
son, Phoenix Assurance Company Ltd. 
vy. Logan (Ch. May 17, 1956, T.R. 153) 
was noted in our issue of March last 
(page 98). The Special Commissioners 
had held that the expenditure of the 
appellant companies in respect of com- 
missions paid to stockbrokers and stamp 
duty upon transfers was not “expenses 
of management” within the meaning of 
Section 33 of the Income Tax Act, 1918. 
Harman, J., held that he was bound by 
the decision of the Court of Appeal 
in Capital and National Trust Ltd. v. 
Golder (1949, 28 A.T.C. 236; 31 T.C. 
265), although it concerned an invest- 
ment trust company and not an assur- 
ance company, and although he made 
no concealment of his personal opinion 
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and was highly critical of the judgment 
of Tucker, L.J., as he then was, who had 
given the only judgment in that case. In 
the Court of Appeal it was unanimously 
held that the Golder case could not be 
distinguished, although their Lordships 
clearly shared Harman, J.’s, opinion. 
As was pointed out in the course of the 
case, if that decision holds it will apply 
equally, to use the words of Romer, 
L.J., to “‘“many other expenses, hitherto 
undisputed but indistinguishable in 
quality.”” Leave was given to appeal to 
the House of Lords. 

The issue is which of two views is 
correct—that of the Revenue, which 
regards the cost attendant upon the 
acquisition or disposal of an investment 
as an element of capital character, or 
that of the company, which regards it as 
an ordinary business expense which 
“goes down the drain” like any other 
expenses of management. One aspect of 
the matter, the question of the final “‘in- 
cidence”’ of the cost from the economic 
standpoint, does not seem to have been 
considered by the Courts: and, although 
discussion by reference to abstract 
theory would seem to be out of place 
both there and here, an examination 
limited in scope may be of some interest. 
Confining attention to the stamp duty 
on conveyance, everyone knows that 
this is paid by the purchaser; and the 
present writer’s conclusion that, despite 
this fact, the “incidence” is normally 
upon the vendor will be dismissed by 
“the man in the street,”’ and by others in 
more exalted quarters, as nonsense. 
Nevertheless, it is contended that the 
“real price’’—if there is such a thing— 
of, for instance, a share quoted on a 
stock exchange is, save in exceptional 
circumstances like those mentioned 
hereafter, always higher than the 
quoted price by an amount which 
recognises that the stamp duty in case 
of sale will have to be paid by the 
purchaser. Admittedly, the notion of 
“‘incidence”’ is not here being used in the 


same sense as in economic theory, in 


which the unit price of a given quantity 
of a good before a tax is imposed is 
compared with the unit price of a 
changed quantity after the imposition— 
but this notion is not here the operative 
one. 

Anyone interested in stocks and 
shares will know that when new shares 
are issued by a company, then, other 
things being equal, the market price of 
the new shares up to the date of their 
registration—stamp duty will be pay- 
able thereafter—will be higher than that 
of the old shares because a transferee 
will not have to pay duty on his pur- 
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chase. Again, the case of bearer as com- 
pared with registered stocks is in point. 
At the moment of writing, whilst the 
price of Shell registered Ordinary stock 
is £7 10s., that of the same stock in 
bearer form is £7 16s., part of the higher 
price of the latter being indisputably due 
to the same reason. Needless to say, the 
same law of “incidence,” whatever it is, 
will apply to transactions other than in 
stock exchange securities; and if the 
argument outlined above should be 
found to be sound, its relevance to the 
issue in the present case will be manifest. 


Income Tax 


Income—Medical practitioners under 
National Health Service—Sums received 
out of global sum voted by Parliament— 
Whether taxable as professional income— 
Income Tax Act, 1952, Schedule D, 
Case 2. 


The two cases of North ». Spencer 
(Ch. June 14, 1956, T.R. 189) arose out 
of the “Danckwerts Award,” by virtue 
of which the sum of £35,456,000 had 
been voted by Parliament as additional 
remuneration to the medical profession 
in respect of services under the National 
Health scheme. This sum had been 
placed at the disposal of the profession 
so engaged after the original contri- 
bution of the State to the incomes of its 
members had been, in the words of the 
judgment of Vaisey, J., “paid, settled 
and disposed of.” Out of the global sum 
certain payments had been made, in the 
one case to a partnership between two 
medical practitioners named Spencer, 
and in the other to one of the two for 
periods anterior to the partnership. 
Additional assessments had been made 
upon the basis that the payments were 
income of the particular years in respect 
of which they were supplemental to the 
original payments under the National 
Health Act, 1946. On appeal, these 
assessments had been discharged by the 
General Commissioners; but it is not 
clear from the judgment whether 
liability had been disputed on general 
principle or in the particular circum- 
stances set out in the Commissioners’ 
conclusions. In the one case, the con- 
clusion come to had been that assess- 
ments could not be made on a partner- 
ship as such after it had ceased to exist, 
and, in the other, the judge said he 
thought they had held that an assess- 
ment could not be made on a man after 
he was dead. (Apparently, one of the 
two practitioners had died before this 
had been done.) 

The appeals had been heard in April, 
1954, shortly before the decision of 
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To: Kalamazoo Ltd., Birmingham, 31. : 

Please give me full information about the : 
‘Copy Writer’ Accounting Method, without 
obligation on my part. 


i Address 
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Two ways 


of 
BALANCING 
the books 


First the old way — day book to 
ledger, ledger to statements, month 
end totals, and agreement, — lets 
hope. 

or... the otherway... 


Proof-sheet, ledger and statement 
at one writing — proof of all postings 
and ledgers day by day. 


No copying, no looking for errors 
at month end . . . even statements 


out in a day or two. Thousands 
of firms prove this method. 


Mail the coupon for the full story. 
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Membership of the Institute is open only to applicants who have passed either the examinations 
conducted by the Institute of Taxation or the final examination of certain professional bodies. 


Fellows and Associates receive: A text-book, annotated copies of Finance Acts, half-yearly Digests of 
Tax Cases and monthly circulars on special taxation subjects. 


Students and others may subscribe to a scheme under which they receive all the publications, 
except that the circulars are not issued monthly, but as and when important new taxation subjects arise. 


Examinations for Fellowship and Associateship are held half-yearly. Copies of past Associateship 
Examination papers, with suggested answers, are available at 3s. gd. each, post free. 


Further particulars may be obtained from: 


THE SECRETARY 
THE INSTITUTE OF TAXATION, CLIFFORD’S INN, LONDON, E.C.4 


Analog Computers 
‘IN HANDS OF ONE DOES WORK OF TWO’ 


THE GREENE CALENDIVICE 


Tells you the number of days between one date 
and another date in three seconds. 

Apportions sums of money accurately and 
solves other awkward problems quickly and 
without effort. Diameter 9”. 34/- 


THE GREENE (G.P.) COMPUTER 


Money slide-rule that solves problems involving 
multiplication, division, proportion, percen- 
tages, discounts, yields net or gross, etc. 
Diameter 8”. 16/- 


THE GREENE (G.P.) COMPUTER SPECIAL 
Inset, flush-fitting disc, otherwise similar to 
standard model. 30/- 


All supplied with Price includes 
instructions postage 


Obtainable from 


THE GREENE COMPUTER CO LIMITED 
28 Bishopsgate, London, EC2 
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Roxburgh, J., in Severne v. Dadswell 
(1954, 33 A.T.C. 366; 35 T.C. 649); and 
Vaisey, J., held that the Commissioners’ 
conclusions were in direct contradiction 
to that decision, which, although not 
strictly binding upon him, was in his 
opinion right. It is, however, to be 
noted that his decision for the Crown 
had no reference to the strange con- 
clusions of the Commissioners but was 
in accordance with the established 
principle of relating back payments for 
services to the years in respect of 
which they have been paid, irrespective 
of whether there was in those years any 
title to them. 


Surtax 


Undistributed income of company— 
Private company making substantial 
profits—No dividend declared during 
company’s existence—Loans to directors 
—Liquidation of company and transfer of 
business to new company of same name— 
Large liquid assets of old company not 
transferred to new company— Direction 
that income of old company should for 
surtax be deemed the income of its 
members—Appeal against direction— 
Crown’s duty to begin and to prove un- 
reasonable withholding from distribution 
—At close of Crown’s case submission by 
company of no case to answer— Whether 
submission rightly accepted—Finance 
Act, 1921, Section 21 (1), Schedule I, 
paragraphs 1, 4, 5. 

C.1.R. ». White Brothers Ltd. (In 
liquidation) (Ch. May 18, 1956, T.R. 
167) was by way of sequel to C./.R. v. 
Transport Economy Ltd (1955, 34 A.T.C. 
51; 35 T.C. 601) (see ACCOUNTANCY, 
April, 1955, page 146, and June, 1955, 
page 222); and it was only fitting that 
Upjohn, J., having dealt with the 
earlier case, should deal also with this. 
In the present case, the respondent 
company had been incorporated in 1928 
and had carried on business as grain 
miller, corn merchant and broker. On 
May 5, 1950, there had been a recon- 
struction and the company had been 
wound up. Directions under Section 21 
of the Finance Act, 1922, had been 
made against the company for the 
accounting periods ended April 30, 
1947, to April 30, 1950, and for the 
broken period May 1 to May 5, 1950. 
(The report of the judgment gives the 
final period as April 30, 1949, to May 5, 
1950; but this is apparently wrong.) The 
appeal against the direction in respect 
of the final period had been abandoned, 
but those in respect of the other periods 
had come before the Special Commis- 
sioners in their appellate capacity. 


In the Transport Economy case the 
Crown had learnt expensively that 
Section 137 (4) of the Income Tax Act, 
1918, did not apply to appeals against 
directions under Section 21 of the 
Finance Act, 1922, and that, as the onus 
of proof that such directions were justi- 
fied lay upon the Crown by virtue of the 
House of Lords decision in Thomas 
Fattorini (Lancashire) Ltd. v. C.I.R. 
(1942, 19 A.T.C. 233; 24 T.C. 328), it 
was the Crown’s duty to open in these 
cases and produce its evidence in sup- 
port of the directions. In the present 
case, the Crown had opened, had called 
a witness, and had tendered certain evi- 
dence from the company’s accounts and 
books. At the conclusion of that evi- 
dence, it had been submitted upon 
behalf of the company that there was no 
case to answer, and the Special Com- 
missioners had upheld this contention 
and discharged the directions. No 
evidence had, therefore, been submitted 
by the company. 

As pointed out in the judgment, the 
Special Commissioners as the assessing 
body are not entitled to have discovery 
of documents, correspondence and 
minute books, nor are they able to 
interrogate or question the company or 
its officers. As a consequence, the 
grounds upon which directions have 
been made under Section 21 have 
normally been entirely factual; and the 
evidence given for the Crown at appeals 
against those directions before the 
appellate Special Commissioners will be 
inevitably of this character. Neverthe- 
less, by the proviso to Section 21 (1), 
in determining whether a company has 
or has not distributed a reasonable 
part of its income the Commissioners 
have to have regard: 

not only to the current requirements of 

the company’s business but also to such 

other requirements as may be necessary 
or advisable for the maintenance and 
development of the business 


and if, as the Special Commissioners 
had held in the present case, it was 
necessary for the Crown, in view of the 
proviso, to adduce evidence additional 
to factual evidence, then, it was agreed, 
Section 21 was “‘finished.”’ Upjohn, J., 
rejected this view. Whether evidence ad- 
ditional to the facts was necessary 
depended, he said, upon the circum- 
stances. The degree of proof that there 
had been an unreasonable withholding 
of distribution was that applicable in a 
civil case and not that in a criminal case. 
The matter was, he said, to be decided 
upon the balance of probabilities; and 
he then reviewed the evidence, of which 
the following is a summary. The com- 
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pany’s issued and paid-up capital was 
£20,000 in £1 shares. There were two 
shareholders each holding 10,000 shares. 
The profits for the years in question had 
been between 30 and 60 per cent. of the 
capital. No dividends had been paid 
during those years. Loans to the two 
directors at the end of 1950 stood at 
£5,348 each. In 1950, when the com- 
pany had gone into legislation and a 
new company with similar capital had 
taken over the business—the reason for 
the change can only be surmised—no 
less than £63,000 of the liquid assets of 
the old company had been retained by 
it and not transferred to the new 
company. The conclusion reached by 
him was that there was ample evidence 
for the Commissioners to consider what 
they had to consider under the proviso; 
and he held that they had misdirected 
themselves. For their future guidance, 
he laid it down that in such cases they 
should not listen to a submission of no 
case to answer. If the taxpayer elected 
to call no evidence, he could not com- 
plain if the Special Commissioners or 
the Court held that the Crown had dis- 
charged the onus upon it; and it would 
then be too late for the taxpayer to ask 
for leave to call evidence. In the cir- 
cumstances of the particular case, seeing 
that it was only after his decision in the 
Transport Economy case that the Crown 
had begun, he remitted the case to the 
Special Commissioners for a re-hearing 
generally, the directions to be confirmed 
if no further evidence were tendered by 
the company. A vital point in the earlier 
case was that it was common ground 
that the facts by themselves were in- 
sufficient to support the direction. Here, 
it was otherwise. 


Surtax 


Investment company—Undistributed in- 
come—Estate or trading income— 
Whether war damage interest on value 
payment income arising from land— 
Whether war damage interest payable out 
of public revenue by public office or de- 
partment of the Crown—Income Tax Act, 
1918, Schedule C—Finance Act, 1939, 
Section 14 (8)—War Damage Act, 1943, 
Sections 3, 5 (5), 10 (5); Schedule I, 
paragraphs 6, 7, 8. 

C.1.R. ». Bew Estates Ltd., C.1.R. v. 
Westbury (Ch. March 28, 1956, T.R. 
97) depended on whether interest on 
value payments under Section 10 (5) of 
the War Damage Act, 1943, constituted 
income from the ownership or occupa- 
tion of land chargeable to income tax 
under Schedule D. The sub-Section 
provides that: 
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Interest at the rate of 24 per cent. per 
annum shall accrue on a value payment 
from the time of the occurrence of the 
war damage and shall be payable when 
that payment is discharged. 


By Section 14 (1) of the Finance Act, 
1939, subject to its provisions regarding 
estate or trading income, the whole of 
the income of an investment company 
within the mischief of Section 21 of the 
Finance Act, 1922, was to be deemed for 
surtax purposes the income of its mem- 
bers irrespective of distribution. By 
sub-Section (3) this provision was not to 
apply to an investment company of 
which the actual income from all 
sources was “estate or trading income,” 
and by sub-Section (4) the method was 
laid down of dealing with cases where 
only part of the income was of this 
nature. By sub-Section (8) the term 
“estate or trading income” was to in- 
clude, inter alia, “income arising in 
respect of the ownership or occupation 
of land which is chargeable to income 
tax under Schedule D.” Although the 
fact is not stated in the judgment, the 
Special Commissioners clearly had held 
that the interest on value payments 
under Section 10 (5) of the War Damage 
Act, 1943, came within the above 
definition as arising from “the ownership 
or occupation of land,” and so was ex- 
cluded from the operation of Section 
14. Before the case came before the 
High Court, the Crown had given notice 
to the solicitors of Bew Estates Ltd. that 
they intended to contend there that the 
interest in question was not chargeable 
under Schedule D but under Schedule C. 
According to the judgment of Roxburgh, 
J., there was full argument before him on 
whether the Crown should be allowed to 
take a point of which there had been no 
mention before the Special Commis- 
sioners; and he said that, after con- 
siderable investigation, he had allowed 
the point to be taken provided that no 
additional evidence was required. 

After an exhaustive consideration of 
the appallingly confused provisions 
relating to Schedule C in the Income Tax 
Act, 1918, and of those relating to the 
constitution of the War Damage Com- 
mission contained in the War Damage 
Act, 1943, he held that the Commis- 
sion was a “public office” and that the 
interest was within the charge to 
Schedule C as being within the words: 

Interest . . . payable out of any public 

revenue by any public office or depart- 

ment of the Crown shall be charged under 
this schedule by the commissioners for 

Offices in the said public office or depart- 

ment. 


The word “charged” in this context 
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he held to mean “‘chargeable”’; and any 
establishment as a fact that the said 
Commissioners had not been con- 
stituted was, he said, no answer because 
the term used in Section 14 (8) was 
“chargeable” and not “‘charged.”’ Once 
he had so found, it was the end of the 
case; and the decisions by the Special 
Commissioners were reversed. The 
other arguments upon behalf of the 
Crown were not dealt with by him but, 
as he said, will be re-arguable if the case 
goes further. 


Surtax 


Income of residuary estate—Absolute 
interest—Accrued income subjected to 
estate duty—Statutory definition of 
“benefits received”—Whether in com- 
paring income of residuary estate with 
“benefits received” capital sum to be 
“grossed up’—Income Tax Act, 1952, 
Section 420 (2) (3). 


C.1.R. v. Mardon (Ch. June 19, 1956, 
T.R. 237) arose out of the provisions 
of Part III of the Finance Act, 1938, 
now re-enacted in Part XIX of the 
Income Tax Act, 1952. Prior to the 
passing of the 1938 Act, it had been 
established in a series of cases that the 
income arising during the administration 
of an estate was the income of the per- 
sonal representative and of no one else. 
This had unfortunate results for the 
poorer beneficiaries, whilst as regards 
surtax it put a premium upon tardiness 
in administration. Henceforth, in brief, 
income during the administration period 
was to reach beneficiaries as income and 
not as capital. The complicated scheme 
with its use of the “deeming” device 
was, however, highly artificial and in 
one respect, at any rate, was obviously 
unfair, as the case under review 
showed. The respondent was residuary 
legatee under his mother’s will with an 
absolute interest. She had died on 
February 6, 1952. Included in her estate 
was the sum of £3,011 14s., of which 
£2,936 17s. Id. represented dividends 
from her late husband’s estate which had 
accrued on a day-to-day basis up to the 
date of her death, when her two-thirds 
life interest in the income of his estate 
ceased. This sum of £2,937 17s. Id., 
apportioned under the Apportionment 
Act, 1870, in the words of Vaisey, J., 
“no doubt had suffered estate duty at 
the appropriate rate, which was 40 per 
cent.” Nevertheless, by virtue of the 
provisions above-mentioned it was, 
together with certain dividends and 
interest amounting to £572 19s. 9d., to 
be regarded as the respondent’s income 
unless a reduction fell to be made under 
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Section 420 (2) of the 1952 Act, which 
purported to give relief to the owner of 
an absolute interest in a residuary estate 
where the “benefits received” by him 
from the estate were less than the 
residuary income arising during the 
administration. The total of the cash and 
shares made over to the respondent 
had been £13,452 5s. 5d.; and it had 
been contended upon his behalf that 
whilst the Section in question provided 
for the “benefit received” to be regarded 
as “such an amount as would, after 
deduction of standard tax for the year of 
assessment in which the sum was paid” 
be equal to it, this provision, whilst 
appropriate to the residuary income, 
could not be referring to capital sums 
included in the £13,452. The Special 
Commissioners, no doubt finding it 
incredible that the plain words of 
Section 420 (3) could possibly mean 
what they said in view of their inherent 
absurdity, had accepted the contentions 
for the respondent: but Vaisey, J., 
“with a great deal of regret” felt com- 
pelled to reverse their decision in view 
of the statutory meaning given to 
“benefits received.” 

The Royal Commission, in its Final 
Report (Cmd. 9474, pp. 316-317) 
recommended that the anomaly of 
estate duty and surtax being charged on 
the same income should be terminated; 
and this has been done by Section 19 of 
the Finance Act, 1956, the change 
taking effect for the year 1956/57 and 
subsequently. The strange definition of 
“benefits received” in Section 420 (2) 
remains as a monumental example of 
what “deeming” can do in the solution 
of a proportion sum. 


Estate Duty 

Settlement—Trust for settlor’s life— 
Trust invalid—Then trust for settlor’s 
widow—Then trust for children— Death 
of settlor’s wife in settlor’s lifetime 
Whether resulting trust during settlor’s 
lifetime despite provision that no benefit 
from trust fund to settlor or any of the 
trustees—Whether children’s interests 
accelerated—Finance Act, 1894, Section 
F . 


In re Flower’s Settlement Trusts (Ch. 
May 29, 1956, T.R. 175) illustrated once 
more the pitfalls which beset the 
draftsmen of settlements. The case 
arose out of a settlement made on 
April 30, 1936, by Sir Archibald 
Flower, who had died in 1950; and the 
issue was whether or not upon his death 
the trust fund had “‘passed’’ under 
Section 1 of the Finance Act, 1894. By 
Clause 1 of the settlement, the trustees 
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were to hold as trust funds the shares 
mentioned in the schedule to the 
settlement. By Clause 2, the trustees were 
to pay or apply the income during the 
lifetime of the settlor to certain specified 
purposes, and there was given to the 
trustees power to accumulate for the 
same purposes. It was common ground 
that the trusts so declared went beyond 
what the Court regarded as charitable 
trusts and were consequently void. By a 
proviso to the clause, no payment or 
application of income of the trust funds 
was to be made which would benefit 
directly or indirectly either the settlor or 
any of the trustees, the latter being 
potential beneficiaries. Clause 3 pro- 
vided that “‘after the death of the settlor”’ 
the net income of the trust funds was to 
be paid to Lady Flower for her life, and 
on the death of the survivor of the 
settlor and Lady Flower the trustees 
were to hold the capital of the trust 
funds and any undistributed income in 
trust for the settlor’s three children in 
equal shares. Lady Flower had died in 
the settlor’s lifetime, and it was com- 
mon ground that upon the settlor’s 
death the trust funds became absolutely 
vested in the children. 

It was contended for the trustees that, 
whilst the general trusts declared by 
Clause 2 were void, the power to accu- 
mulate was not, and that the substantial 
accumulations which had been made 
were for the benefit of the children and 
were not subject to estate duty. Upjohn, 
J., rejected this contention, holding that 
Clause 2 was mandatory and was not a 
mere power, the accumulations being 
expressly directed to be applied to the 
same void purposes. Had the matter 
come before the Court immediately 
after the settlement was made, the 
trustees could not have been given 
liberty to make accumulations not for 
the purposes of the void trusts but for 
the benefit of those entitled under 
Clause 3. 

The next point in the case was, he 
said, whether or not there was a resulting 
trust for the settior of the income of the 
trust funds during his life or whether 
there was an acceleration so that Clause 
3, by reason of the invalidity of the 
trusts declared in Clause 2, operated 
from the moment the settlement was 
executed. He was unable to accept the 
argument based upon the proviso to 
Clause 2 excluding the settlor from any 
benefit, holding that resulting trusts 
emerged in such cases by operation of 
law because settlors through mistake or 
oversight failed to divest themselves 
effectually of all interest in the trust 
funds. The proviso to the clause could 


not affect the operation of the law. The 
question whether there was a resulting 
trust or an acceleration depended upon 
the opening words of Clause 3, “after 
the death of the settlor .. . ,” and upon 
whether he could read these words as 
equivalent to “subject to the foregoing 
trusts” in view of the fact that some- 
times similar words had been so used and 
had been so interpreted. Both sides were 
agreed that it was a question of pre- 
sumed intention: but after consideration 
of previous decisions, the latest being 
that of Danckwerts, J., in In re Robb 
(1950, Ch. 459), he declared that he 
must give effect to the literal construction 
of the words used, so that Clause 3 
was only operative after the death of the 
settlor. There was therefore a resulting 
trust to him during his lifetime and 
estate duty was payable upon the capital 
of the trust funds and upen the accumu- 
lations. He held, further, that they fell 
to be aggregated with the rest of the 
settlor’s estate. Those concerned with or 
interested in such settlements will find 
in the case a reminder that whilst 
doctors may bury their mistakes the 
draftsman is not so fortunate, and his 
errors may only come to light from 
causes which make them irremediable. 


Estate Duty 

Settlement—Income payable to settlor’s 
niece for life—Fulfilment of condition 
under which income payable to others 
during niece’s lifetime—Death of one of 
those persons during niece’s lifetime— 
Whether aliquot share of capital of trust 
fund passed for estate duty purposes— 
Finance Act, 1894, Section 1. 

In In re Harrison’s Settlement (Ch. 
June 12, 1956, T.R. 185) the question 
concerned the estate duty payable upon 
the death of one Miss Maud Harrison, 
who was entitled to an estate per autre 
vie determinable upon the death of her 
sister Doris. On April 26, 1923, the 
settlor, Charles Willis Harrison, had 
made a settlement in favour of his 
niece, Doris Kathleen Harrison, to 
whom the trustees were directed to pay 
the income of the trust fund during her 
life subject to familiar provisions in case 
of the income becoming charged, etc., 
in favour of other persons. There was, 
however, another provision with a 
special object. By Clause 12 of the 
settlement, if the said Doris became or 
was a nun or inmate of a convent or 
similar institution then the income of 
the trust fund was to be held upon 
trust for her brothers and sisters and 
their children equally per stirpes. Upon 
the death of Doris, the capital and in- 
come of the trust fund was to be held 
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upon trust for her children or remoter 
issue as she should appoint and in 
default of appointment for her children 
who should attain twenty-one years. If 
there were no such issue the capital and 
income was to be held upon trust for 
her brothers and sisters living at her 
death and their children per stirpes. 

Doris was one of eight children of the 
settlor’s brother. She became a nun in 
1919 and had ever since so remained. 
She was now 68 years of age and, 
accordingly, from the inception of the 
settlement the income of the trust fund 
had been divided equally between her 
seven brothers and sisters. Miss Maud 
Harrison, a sister, had received one- 
seventh until her death on November 13, 
1953, and the question was how the 
estate duty on her share and interest in 
the trust estate was to be computed. It 
was common ground that if a settlor 
gave income to be divided into several 
aliquot shares, then, upon the death of 
one of the life tenants, there was a 
passing under Section 1 of the Finance 
Act, 1894, and duty was exigible upon a 
share of the capital of the trust corres- 
ponding to the aliquot share of income 
enjoyed by the deceased. It was also 
common ground that in a passing 
under Section 1 the Court had no regard 
to the destination of the property nor to 
the interest of the deceased in it and 
that no question of “deeming” under 
Section 2 arose. For the trustees, it was 
argued that under the above-mentioned 
clause 12 of the settlement there was a 
re-settlement of the life interest given to 
Doris and that in the circumstances the 
property which passed was only an 
estate per autre vie determinable on the 
death of Doris or on her ceasing to be a 
nun. For the Crown it was contended 
that on Maud’s death there was the 
passing of an aliquot share of income 
and that duty was payable on the corres- 
ponding share of the capital of the trust. 

Upjohn, J., upheld the Crown’s con- 
tention. He said he could not in the 
least agree that by Clause 12 there was 
the creation of a life interest to Doris and 
a settlement of that interest as a piece of 
property in favour of the others during 
the trust period. At the relevant time, 
at the death of Maud, there was a gift 
of income to her and her brothers and 
sisters in aliquot shares, and in his 
opinion there was a passing of a corres- 
ponding aliquot share of the capital of 
the trust estate. Two cases to which he 
referred in his judgment as bearing upon 
the question were Jn re Northcliffe 
(1929, 1 Ch. 327) and Christie v. Lord 
Advocate (1936, A.C. 569; 15 A.T.C. 
142). 
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The Month in the City 


Idle Markets 

Throughout the past month markets 
have been under the influence of the 
Suez incident, with trouble on Clydeside 
and the deliberations of the Trades 
Union Congress as other material of a 
depressing character. There have also 
been wage talks and a reminder by the 
Chancellor that higher wage rates 
without compensating rises in produc- 
tion cannot be tolerated. All these 
matters, coupled with the heavy loss of 
dollars last month and the discovery that 
profits began to turn downwards about 
a year ago, might well have caused a 
considerable fall in security prices. In 
the event the month saw a further de- 
cline in the volume of business accom- 
panied by a not very marked decline in 
prices in most major sections. Industrial 
Ordinary shares are rather better than 
they were two and a half months ago 
but fixed interest stocks have touched 
new lows for recent years, while evi- 
dence of the general lack of interest is 
provided by the fact that gold mining 
shares have weakened in parallel with 
the Funds, a rather unusual experience. 
The section which has stood up best to 
the slow sagging in prices is that of 
fixed interest securities outside the 
trustee class. The changes as between 
August 16 and September 20 in the 
indices compiled by the Financial Times 
show the following falls: Government 
securities from 84.37 to 83.39, fixed 
interest from 93.25 to 92.98, industrial 
Ordinary shares from 183.4 to 181.0; and 
gold mines from 80.2 to 79.4. The figure 
for Government securities is a new low 
in the history of the index—that is, 
since October, 1926. 


Commodity Prices 

The weakness of the Funds was accom- 
panied by only a slight rise in bill rates; 
the market was still influenced by the 
Chancellor’s assurance that there would 
be no increase in Bank Rate except in 
emergency. Contrariwise, however, the 
threat to the full operation of the Suez 
Canal produced a sharp increase in a 
range of commodity prices—but with 
little or no benefit to holders of shares 
in the producing companies. There is no 
doubt that avoiding the Canal would 
mean a pronounced rise in freight and 


insurance charges. Wool sales in London 
more than reflected the rise in prices at 
the Australian market. Tin and lead rose 
sharply to the highest for six and five 
months, respectively, while in a few 
days rubber made good the loss of the 
previous month. It is by no means easy 
to forecast the course of prices in these 
commodities and no doubt some of the 
rise is due to speculative influences. 


New Zealand Borrowing 

It was scarcely to be expected that with 
the stock market idle and sagging 
there would be much attempt to raise 
new money. However, before the Suez 
incident developed it had been an- 
nounced that New Zealand would be 
borrowing in London. In due course 
£5 million 5} per cent. stock 1978-82 
was Offered at 96} to yield rather over 
54 per cent., including profit on re- 
demption to the final date. The offer was 
well received and all larger applications 
were cut by 9 per cent. A premium of 
rather over 4 point was quickly estab- 
lished. Thus trustee securities outside 
the first class have to pay 54 per cent. 
for 25 years or so. The inference is that 
whatever may be the course of short- 
term rates, those at long term are still 
tending upwards. It is known that a 
number of other issues of various sorts 
are in course of preparation and their 
pressure on the market may well prevent 
any appreciable rise in prices, even if it 
appears to be warranted by other con- 
ditions. 


The Dollar Loss 

An event that might be expected to have 
some effect on the outlook for the 
Funds was the announcement of a loss 
of $129 million of gold and dollars in 
August. The drain had been anticipated, 
for there was a heavy deficit in July with 
the European Payments Union and 
capital payments had to be made to 
Germany. The size of the loss suggests, 
however, that it has been necessary to 
support sterling in the foreign exchange 
market: this support has very probably 
continued from time to time during 
September. However, the E.P.U. deficit 
for August was much smaller than for 
July; and there will be no extraordinary 
capital payments this month—on the 
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contrary, we shall be receiving $180 
million from the sale of Trinidad Oil. 
The addition to the gold and dollar 
reserves will cover the debt payment to 
the U.S.A. and Canada at the end of the 
year. But on current account the out- 
look is disquieting. 


Steel Output and Demand 

The figures of steel production in 
August and a published analysis of the 
stock position at the end of the half year 
suggest that it will be very difficult to 
achieve the production target for the 
whole year, and that there has been a 
material fall in overall demand, with 
some substantial rebuilding of stocks. 
The end of the trouble with the main- 
tenance men has brought a modest im- 
provement in the “make,” as against 
comparable 1955 figures, of the two 
months, July and August, over the 
earlier period of slowing-down in pro- 
duction. But the average is far below 
that of the first quarter, and below the 
target level, even when allowance is 
made for holiday effects. Stock rebuild- 
ing has been considerable in all sections 
but consumption for almost all the 
lighter products has fallen appreciably, 
and the fall has been made good to only 
a very modest extent by increased de- 
mand for the heavier products. Inter- 
pretation of these figures is hazardous, 
but they should probably be read in 
conjunction with both the estimated 
drop in capital formation at home, which 
is expected to materialise next year, and 
the fact that the British share of world 
exports in manufactures continues to 
decline. 


Books Received 
(See also page 417.) 


Sutton and Shannon on Contracts. By 
K. W. Wedderburn, M.A., LL.B., Barrister- 
at-Law. Fifth edition. Pp. civ-+522+Index 
34. (Butterworth & Co. (Publishers) Ltd.: 
32s. 6d. net.) 


City and County Borough of Coventry. 
Abstract of the Treasurer’s Accounts for the 
Year ended March 31, 1956. Pp. 409. (The 
City Treasurer, The Council House, 
Coventry.) 


County Borough of West Ham. A Financial 
Summary for the Year ended March 31, 
1956. Pp. 19. (The Borough Treasurer, 
Municipal Offices, The Grove, Stratford, 
London, E.15.) 
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is your business 


massive 


eee Cc r 
ONE MAN BUSINESS or gargantuan cartel; engraver of 
m i n u t e ? pinheads or builder of cities; whatever your business, it 

interests us, profoundly. For in these inflationary and 
ec stressful days, every business needs Nationals—to cut 
accounting costs and provide reliable figures for guidance. 
The sheer breadth of National's all-modern range of comprehensive 
and “‘specialist’’ accounting machines is your finest protection from 
over- investment: for less than £70—and upwards into the 
thousands— there are Nationals for every size and kind of office, 
irrespective of scale or scope. 


Standard models 


Gy All-Purpose ACCOUNTING MACHINES _ 

e Instantaneously adaptable to take 

‘ anything & everything in their stride ’ 
Ss » Multi-Total. All electric typewriter t 
“DLen as for unlimited description. g 


2 “Small Office’ BOOKKEEPING MACHINES 
° to bring the advantages & economy of 


e fully integrated machine accounting 
. within the financial compass of 

° small concerns. 

° 3 High-Speed ADDING MACHINES to list 

° ° and total almost anything far faster 
i than ever before. When used for 

¢ calculation, both factors and results 


are printed out in sequence order. 


Demonstrations on request 


Direct-Eniry Accounting & Adding Machines 


Branch offices in all principal business centres (over 950 offices in over 95 countries) 
THE NATIONAL CASH REGISTER COMPANY LTD 206-216 Marylebone Road, London, N.W.1 PADdington 7070 
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KEEP YOUR FINGER 
ON THE 
PULSE OF INDUSTRY 


The best way to learn the “ins 
and outs” of any industry is to 
get books on the subject from 
Smith's. The best titles for your 
needs will gladly be suggested if 
required. The latest books on 
recent developments in account- 
ancy and new visual and elec- 
tronic aids can be supplied 
quickly through your local 
Smith’s shop or bookstall. 


W. H. SMITH & SON 


FOR TECHNICAL BOOKS 


Head Office: STRAND HOUSE, LONDON, W.C.2 


% Your stationery and printed matter 
can also be supplied through our 
local branch. 


YOUR SUCCESS 
IS ASSURED 


if you study by means of R.R.C. *‘no text-book’’ 
courses. 


Complete inexpensive tuition by qualified tutors, 

with clear-cut guarantee, for all the principal 

Accountancy and Secretarial Examinations. Also 

for Law (Bar, LL.B.), Local Government, Banking, 
Civil Service, G.C.E., etc. 


OVER 50,000 POST- 
WAR SUCCESSES 


Write to-day, specifying your particular interest, 
to The Principal, 


THE RAPID RESULTS COLLEGE 
3, TUITION HOUSE, LONDON, S.W.19 
or call at 235, Grand Buildings, Trafalgar Square, London, 


W.C.2 (WHI. 8877), or 19, City Buildings, 69 Corporation 
Street, Manchester 4 (BLA. 9515). 


Neville 
Sndustrial Securities 
Limited 


The Midlands Issuing and Finance House providing a 

complete service for industrial companies to obtain capital 

and for the proprietors of private companies to market their 
holdings, and make provision for Death Duties. 


Public offers for Sale and placings during 1947-56 


Concentric Manufacturing 


John Folkes (Lye Forge) 
Ltd 


Co Ltd 
George Edmonds Ltd Gibbs & Dandy Ltd 
The Hill Top Foundry Belgrave (Blackheath) Ltd 
CoLtd Hallam, Sleigh & Cheston 
Fletcher, Houston & Co Ltd Ltd 
Prima Industries Ltd Strakers (Newcastle) Ltd 
W. & J. Lawley Ltd Elliot Paisley Ltd 
Job Wheway & Son Ltd Alfred Clough Ltd 
Fordham Pressings Ltd Wm. Park & Co 
F. H. Tomkins Ltd Forgemasters Ltd 
J.T. Price & Co Ltd Swinnertons Ltd 
Zinc Alloy Rust-Proofing Arthur Wood & Son 
Co Ltd (Longport) Ltd 
Onions & Sons (Levellers) C.E. Ramsden & Co Ltd 
Ltd Prestage Ltd 
Wm. Sanders & Co Fry’s (London) Ltd 
(Wednesbury) Ltd Sankey Green Wire 
R. & A. G. Crossland Ltd Weaving Co Ltd 
Alfred Case & Co Ltd J. Hewitt & Son (Fenton) 
John Hawley & Co Ltd 
(Walsall) Ltd A.R. & W. Cleaver Ltd 
Bilston Foundries Ltd Walkers (Century Oils) 
Craddock Brothers Ltd Ltd 


Directors: 
G. ROLAND DAWES, F.C.A., F.C.W.A. 
E. CARL REEVES, B.SC.(LOND.) 
SIR GREVILLE F. LAMBERT, BART., F.C.A. 


Secretary: 
NORMAN E., HURST, A.C.A., F.C.LS. 


Reville Bouse, Gaterloo Street, 
Birmingham, 2 


Telegraphic Address: ‘TRUSTNEVIL, BIRMINGHAM’ 


Telephones: MIDLAND 5677-8-9 


Subsidiary Company: 
NEVILLE INDUSTRIAL Securities (S.W.) Ltp 
Baltic House, Mount Stuart Square, Cardiff 


Telephone: CARDIFF 32255 
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ACCOUNTANCY OCTOBER 


Points From 
Published Accounts 


The Base Stock Method 

IN SOME BUSINESSES in which there is a 
risk of violent price fluctuations the 
“base stock” method of stock account- 
ing is used, even though the Inland 
Revenue will not accept the basis. The 
practice has been adopted by Bulmer 
and Lumb, whose main raw material is 
wool. There is deducted from the 
valuation for taxation purposes of 
stock and work-in-progress a reserve 
which reduces the actual balance sheet 
figure below the ruling average price. 
Naturally, the reserve varies each year 
according to the circumstances, and an 
evening-out effect cn profits is obtained 
by adjusting the trading profit by the 
difference between the closing and open- 
ing reserves deducted from the stock 
figure. The benefit of the base stock 
method is felt only when prices of raw 
materials change drastically, and not all 
companies whose raw materials are 
liable to wide price fluctuations like this 
basis of stock accounting. Patons and 
Baldwins, for instance, while it also uses 
wool as its main raw material, has not 
seen fit to follow Bulmer and Lumb’s 
example. 


Showing Profits Tax on Dividends 

But Patons and Baldwins has set an ex- 
cellent example of its own in adopting 
the practice of showing the profits tax on 
dividends as a separate item in the 
overall tax charge. Below is an extract 
from the accounts. 

There is no denying the desirability of 
pointing out to shareholders just how 
much taxation the business has to pay on 
its distributions, and this method has 
everything to commend it, for it makes 
matters clear without in any way 
affecting the net profit. Many com- 
panies with similar intentions have 


SECTION II 
Taxation based on tke income of the year 
Dominion - - = 
British 
Income Tax 
Profits Tax 


Profits Tax on distributions to stockholders 
shown in Section III eo - 


merely succeeded in clouding the issue 
by lumping in the distributed profits tax 
with the actual dividend disbursement, 
thus overstating the net profit by this 
amount. The method used by Patons and 
Baldwins makes matters just as clear, 
without incurring this objection. 

A word of praise is also deserved for 
the presentation of these accounts, for 
the profit and loss account is admirably 
laid out in three separate sections. It is a 
pity, however, that the attempt to crowd 
too much on to one page has spoiled the 
two balance sheets. 


The Order of the Assets 

A small point, but an interesting one, in 
the balance sheet of United Dominions 
Trust is the precedence given to sub- 
sidiaries over the fixed assets, in the 
setting out of the various items. This is 
a perfect illustration of how good 
accounting practice can accomplish 
much more than the mere presentation 
of the assets of a company, for in this 
instance it has provided a definite clue 
to the relative importance of the sub- 
sidiaries and the fixed assets. Obviously, 
in a manufacturing business, the fixed 
assets are the basis for the whole con- 
cern. With a business like United 
Dominions Trust they are a secondary 
item, for, to go to an extreme, the busi- 
ness could still function (theoreticaily 
at any rate) without any fixed assets at 
all, but it is doubtful whether it could 
continue for long without the help of its 
subsidiaries. 


A Popular Version of Annual Accounts 

Equity and Law Life Assurance Society 
has produced a smart little booklet for 
the benefit of its policy-holders. In it one 
can find a “popularised” version of the 
annual report and accounts. Bearing in 


1956 1955 
£ £ £ £ 
211,413 56,225 
954,257 915,911 
59,722 57,041 
1,013,979 972,952 
196,763 173,614 
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mind the somewhat complicated nature 
of the average run of insurance accounts, 
it is surprising that few other insurance 
offices seem to have made any attempt 
to make their operations more widely 
known in this manner. In sixteen pages, 
readers are treated to a complete 
statistical summary of the last triennium 
of the Society. Easy-to-read tables and 
diagrams indicate the growth in new and 
total life business, the increase in in- 
surance funds over the three years, and 
an analysis of payments. There is also 
a summary of the liabilities and assets as 
at December 31 last, compared with the 
end of 1952. A most useful and in- 
structive publication for those not au 
fait with insurance accounts. 


Artistry in Accounts 
C. C. Wakefield is another company 


that has gone over to a grander presenta- 
tion of its accounts. These are now 
printed on art paper, with the com- 
parative figures set against a pale green 
background. The whole effect is very 
pleasing, and it is clear that some dis- 
cretion has been used in the choice of 
type faces, for no bold type is used 
which would have tended to destroy the 
impression of balance. 


Type Faces 

The Wiggins, Teape profit and loss 
account, on the other hand, gives the 
impression of being complicated, simply 
because small type faces have been used, 
with comparatively large letters in 
capitals for the main headings. Wide 
margins, left down each side of the 
page, tend to accentuate the “‘squashed 
up” look. Larger type faces are used in 
the balance sheet, but here matters tend 
to go to the other extreme, giving the 
impression of too much being packed 
into the given space. Probably the happy 
medium would improve the over-all 
look of the accounts quite considerably. 


Space Saving through Consolidation 

A completely new format has been 
adopted for the accounts of Renold 
Chains this year. Consolidated accounts 
are presented for the first time, inclusive 
of the French subsidiaries; hitherto only 
the British and Dominion subsidiaries 
have been consolidated with the parent. 
The result is a very much neater and 
smaller set of accounts, even though 
there is still no full consolidation of the 
balance sheets. The reason for this, the 
directors state, is that the method of 
showing a statement of the interest of 
the parent company in its subsidiaries is 
a much more informative way of pre- 
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senting things than a full consolidation. 


it must be agreed that this is the more 


Since the subsidiaries own assets, in satisfactory method. The net effect is to 


many cases, in countries where there are 
restrictions on remittances to the U.K., 


reduce the overall size of the accounts 
from twenty-four quarto pages to 


Readers’ Points and Queries 


Assessments on Two Farms 


Reader’s Query.—Our client is a 
farmer who runs two farms, situated 
approximately twenty miles apart. For 
the year ended March 31, 1955, the 
details relative to each farm are as 
follows: 

Farm A. Profit, £1,500; capital allow- 
ances, £500. 
Farm B. Loss, £300; capital allow- 
ances, £600. 

Our client ran Farm B in partner- 
ship to September 29, 1954, from which 
time he continued to trade as sole 
proprietor. Notice of election under 
Section 19, Finance Act, 1953, was duly 
lodged in March, 1955. 

The assessments submitted by us for 
agreement by the Inspector were as 
follows: 

Farm A. 


1955/56 Profit £1,500. 
Less Capital allowances £500 


Section 142, 
1.T.A., 1952, 
claim £300 
Farm B. 
1955/56 Nil. 
Capital allowances 
carried forward £600 


Note.—The net assessment of £700 
(£1,500—(£500 + £300) ) is absorbed by 
personal allowances, hence the carrying 
forward of capital allowances on Farm 
B. 
The Revenue contend that Section 
152, Income Tax Act, 1952, applies and 
that the assessment should be: 

Farms A. and B. 
1955/56 Profit £1,500 
Less Loss £300 
Capital allowances 
Farm A, £500 
Farm B. £600 

It will be observed that whilst there is 
still no liability the capital allowances, 
formerly shown as avilable for carry- 
forward, are now lost. 

We have expressed the view that, 


although Section 152 will apply for 
future basis periods, for the period in 
question the trade at both farms was 
not carried on by one person, or one 
partnership, throughout the year, in 
view of the partnership dissolution at 
Farm B. in September, 1954. 

The Revenue have replied that, as an 
election has been made under Section 
19, the assessments for 1955/56 on both 
farms are on our client alone, and should 
be combined as one. We cannot agree 
with this view and consider that Section 
19 deals solely with the method of 
determining profits on a change of 
proprietors. It does not seem clear 
whether Section 152 refers to basis 
periods or to years of assessment. 


Reply.—In our opinion the Revenue 
view is correct. 


Discharged Bankrupt—Payment in 
respect of ““Worthless’’ Shares 

Reader’s Query.—We act as receivers 
for the debenture holders under an 
appointment made in or about 1940, at 
which date the debtor-company’s shares 
were clearly worthless. Shortly after our 
appointment the principal shareholder 
became bankrupt, and the trustee in the 
bankruptcy eventually notified the com- 
pany that he was applying for release 
and that any interest in the shares would 
subsequently vest in the Official Re- 
ceiver. In or about 1949 the bankrupt 
shareholder obtained his discharge. At 
that date the company’s shares were still 
worthless; but it now appears in 1956 
that a realisation of the company’s 
assets will be possible which will not only 
discharge all claims of the debenture 
holders and creditors but will also leave 
funds for repayment to the shareholders 
when the company is liquidated. 

Are we correct in thinking that, even 
though the bankrupt has been dis- 
charged and at the date of his discharge 
no value attached to the shares, any 
capital repayment in respect of them 
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sixteen—quite an achievement when it is 
borne in mind that the same informa- 
tion is being presented in a more com- 
prehensive manner. 


will still need to be made to the Official 
Receiver? 


Reply.—The repayment in respect of 
shares mentioned in the query does not 
come within the heading of “after- 
acquired property.”” On the making of 
the Receiving Order the shares became 
permanently vested in the trustee as part 
of the bankrupt’s estate. There could be 
no question of the title to the shares 
re-vesting in the debtor at any time even 
after his discharge from bankruptcy, 
unless by Court order the bankruptcy 
was annulled or a re-vesting order made 
on some other ground such as the repay- 
ment of all creditors in full. Payment in 
full does not necessarily give the right to 
annulment if the bankrupt’s conduct has 
not been exemplary. If a re-vesting order 
has not been made by the Court, any 
capital repayment in respect of the shares 
must be made to the Official Receiver. 


Annuity to Daughter-in-law—Claim for 
Earned Income Relief 


Reader’s Query.—A. settled a life 
annuity on his widowed daughter-in- 
law. The consideration stated in the 
deed was that of “‘very natural love and 
affection.”” The deceased son (B.) had 
been employed by A. for about twenty- 
five years—until five years before B.’s 
death, when A. transferred his business 
to A. Limited. Earned income relief on 
the annuity has been claimed by B.’s 
widow on the grounds that the annuity 
was given “in respect of the past ser- 
vices” of B. to A., ie. prior to the 
formation of A. Ltd. The Inspector con- 
tends that earned income relief is not 
allowable because the deed does not 
purport to make the annuity in respect of 
B.’s past services to A. In your opinion, 
is the Inspector correct? 


Reply.—We think that the Inspector is 
right. 


Dividends Arising after Death 

Reader’s Point.—A reader has pointed 
out that in our reply published in the 
July issue, at the top of page 289, we 
did not made clear the executors and 
the residuary legatee to whom we were 
referring. The words “The executors 
and so of the residuary legatee”’ should 
read “his executors and so of the 
residuary legatee of the life tenant.” 
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Letters to the Editor 


Reciprocal Costs 


Sir,—With all due respect to your con- 
tributor, Mr. A. J. G. Sheppard (see 
ACCOUNTANCY, September, pages 356-7) 
it seems to me that his article on 
reciprocal costs is incorrect from the 
mathematical as well as from the ac- 
counting point of view. 

Presumably the purpose of finding 
the “‘true” value of departmental costs, 
X, Y, Z, is to allocate these “true” 
values as overheads to production 
centres in the proportion as each depart- 
ment contributes to each production 
centre. If this is so, then the value 80 in 
his table of percentages is the percentage 
contribution of department X to all 
production centres, 90 the percentage 
contribution of department Y to all 
production centres and 874 the per- 
centage contribution of department Z 
to all-production centres. 

The “‘true”’ values we wish to find are 
the total allocable values in respect of 
each service department after complete 
back allocation, that is, after the con- 
tribution of each service department to 
each other service department has been 
found. Calling these “true” values T,, 
T,, and T,, respectively, we obtain these 
T values by the solution to the following 
set of equations: 

T,, =400 +.05T, +.075T, 

T,=590 +.10T, +.05T, 

T,=800 +.10T, +.05T, 

These equations are the same as the first 
set of equations Mr. Sheppard gives, 
and that they furnish the complete 
reciprocal costs for each department can 
be easily proven mathematically by the 
use of matrix algebra. 

The further refinements Mr. Sheppard 
gives are, therefore, unnecessary and 
mathematically incorrect. That only 80, 
90 and 87+ per cent. will be allocated to 
production centres in respect of depart- 
ments X, Y and Z, can be shown by 
setting out a complete table of per- 
centage contributions of each service 
department to each production centre 
and each other service department. If, 
using Mr. Sheppard’s figures, we have 
three production centres, say, A, B and 
C, such a table of percentage contri- 
butions will have the following form: 

on @ © 2A FF & 


X 30 30 20 oO 10 10 
Y 40 35 15 5 0O 5 
Z 20 40 274 74 S$ O 


Then the amount allocated to A as 
overheads due to X is .30T,, and the 
amount allocated to A as overheads 
due to Y is .40T,, and similarly for all 
other production centres and service 
departments. 

It can be shown, again by the use of 
matrix algebra, that: 

30T, + .40T, + .20T, + .30T, + 
3ST, + 40T,, + .20T, + .1ST, + 
.275T, = £1,790 
that is, all the direct costs allocated to 
service departments, not more and not 
less, have in fact been spread over the 
production centres. 

In my company the method here given 
is actually used for cost allocation. Costs 
for factories with a relatively small 
number of service departments (e.g. 
not more than fifteen) are worked out by 
our Own computing staff, using the 
matrix method of solving simultaneous 
equations, as given by Fox in Journal of 
Royal Statistical Society, B, 12 (1950) 
—120. 

For factories with a large number of 
service departments costs are com- 
puted on the Pegasus electronic com- 
puter at the London Computer Labora- 
tory of Ferranti Ltd. 

Yours faithfully, 
EMILE KAY, 


Felixstowe. BS.C.(ECON.), F.S.S., A.LS. 


Sir,—Mr. Kay’s interesting rejoinder on 
my article fails, in my opinion at least, 
to prove that the refinements I advo- 
cated are unnecessary. 

My original equations, it is argued, 
yield the true figure of departmental 
cost without need for further refinement. 
Thus, with department X (to use the 
figures given), 30 per cent. of its cost 
will be apportioned to cost centre A, 
30 per cent. to B, 20 per cent to C. 
Twenty per cent. will not be directly 
apportioned to production centres as it 
is a charge to other service departments 
(Y and Z). Therefore the total cost of all 
three service departments will be fully 
apportioned with no resultant over- 
apportionment as I maintained. 

Let us first consider the differences 
of our approach. Mr. Kay defines the 
“true cost” of department X (for which 
we are looking) as the total apportioned 
to centres A, B and C plus the amount 
apportionable to service departments, 
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Y and Z. I define the true cost as the 
amounts apportionable to the produc- 
tion centres only. 

If properly calculated both approaches 
will yield the same apportionments to 
production centres A, B and C. Thus 
if Mr. Kay’s T, equals £1,000, this will 


be apportioned: 
A B Cc Y Z 
(Production (Service 
centres) departments) 
£300 £300 £200 £100 £100 


T,, is equivalent to my figure for gross 
service department cost. Thus to get the 
true figure of cost for department X, 
services that it supplies to other 
service departments will be credited to 
it and the percentage of services it 
supplies to itself (that is, directly to 
production centres) will be applied. In 
this case my figure of true cost would be 
80 per cent. T,, (£800) and this would be 
apportioned between centres A, B and 
C in the ratio 30 : 30 : 20, yielding the 
same apportionment as given by Mr. 
Kay—namely, £300 (A), £300 (B) and 
£200 (C). 

Mr. Kay’s approach, however, al- 
though more orthodox, incurs two 
dangers: (i) the true cost of department 
X, Y or Z will be overstated as including 
an element for service received but not 
allowing for services given to other 
service departments in return (to the 
economist at least this is a mistake of 
logic, if not of accounting, leading to 
possible errors in contracting out poli- 
cies, etc.); and (ii) the “inflated” 
figure of departmental cost (T,) may be 
apportioned to production centres in- 
stead of the net figure. (The possibility 
of this error can be shown by its 
presence in several leading textbooks.) 

The advantages of my refinements, I 
would conclude, are that (although 
giving the same mathematical results) 
they (i) give a truer figure of service 
department cost in relation to produc- 
tion centres, and, (ii) avoid the danger of 
a mistake of logic in apportioning ser- 
vice costs—that is, they give a net figure 
more understandable to the layman and 
avoiding any necessity for further 
apportionment to and from fellow 
service departments. 

Although Mr. Kay may argue that 
matrix algebra is on his side, I would 
counter that logic is on mine. 

ALLEN SHEPPARD, 
B.SC.(ECON), A.C.C.S. 
Nottingham. 


Professional Salaries 


Sir,—Frequently, in recent months, 
speakers at accountancy functions have 
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drawn our attention to the difficulty 
accountant employers are experiencing 
in obtaining professional staff. The 
problem appears to be in the widening 
disparity between commercial and pro- 
fessional salaries. In some offices the 
position is becoming acute and the drift 
towards commercial posts more pro- 
nounced. 

Action from the highest quarters 
seems advisable to deal with this ques- 
tion, as the question of salaries is 
inextricably bound with that of fees. If 
it is left to the individual employee to 
force isolated employers to raise salaries 
and fees, one will find, and in fact does 
find, this salary differential occurring 
between professional offices within the 


Publications 


The Economic Consequences of Auto- 
mation. By Paul Einzig. Pp. xi+226. 
(Secker and Warburg: 21s. net.) 


THIS Is A survey of the possibilities—one 
is tempted to say all the possibilities, for 
the book is painstakingly detailed—of 
automation, which has so caught the 
popular imagination in the last year or 
two. From the chapter on definition, in 
which the looseness of the term is 
recognised and examined, the discussion 
ranges over a very large field: the prac- 
tical limits of automation; its effects on 
employment, wages, profits and prices; 
how it may alter the international 
balance of trade; how it may affect the 
cycle of booms and slumps; the changes 
it may bring in capital requirements and 
in the demand for raw materials; its 
social aspects. Its limits, Dr. Einzig 
suggests, are much more restrictive than 
some of the enthusiasts and all the 
pessimists suggest. But even within those 
limits he thinks it may serve as a balancer 
in the trade cycle, spreading out boom 
to fill out depressions. He makes, too, 
the valuable point that automation is 
likely to have different effects when it 
operates against the background of 
declining enterprise from those seen in 
these early boom years of its develop- 
ment. The breadth of the treatment and 
the fact that the book can be followed 
comfortably by the layman probably 
make it something less than the econo- 
mists might have wished, but they should 


same district, and the net result will tend 
to be an increased turnover in staff and 
possibly clientele. 

Only the accountancy bodies acting 
jointly can effectively deal with this 
problem, or at least exert their influence 
on it. Individual employers are not, of 
course, bound by their Council’s deci- 
sions on the matter but if there is a 
reasonable possibility that other em- 
ployers will increase fees, thereby being 
enabled to pay more attractive salaries, 
any recalcitrants may be drawn into 
line, if they wish to obtain and retain 
staff. 

The usual answer trotted out to attack 
the above proposal is that increased fees 
will give the quack more scope. But asthe 


join with the general reader in welcom- 
ing a “popular” marshalling of so many 
aspects of a subject that is both so im- 
portant and so little understood. P.E£.s. 


A Guide to Retirement and other 
Annuities under the Finance Act, 1956. 
By H. G. S. Plunkett, Barrister-at-Law 
and G. A. Hosking, F.1.A. Pp. viii+111. 
Current Law Guide No. 12. (Sweet and 
Maxwell, Ltd., and Stevens & Sons, 
Ltd.: 9s. 6d. net.) 


THE AUTHORS deserve considerable praise 
for the speed with which they have com- 
pleted this work. It is easy to read and 
covers the whole ground: it is a “‘must” 
for all students of pensions and for all 
accountants, insurance brokers, solici- 
tors and others who are called upon to 
give advice to their clients in these 
matters. 

A number of examples are given which 
will be of considerable practical help. 
Although the book deals mainly with the 
benefits obtainable on contracts under 
Sections 22-28 and the Third Schedule 
of the Finance Act, 1956, the authors 
commendably survey also pension 
funds and schemes approvable under 
Sections 379 and 388 of the Finance Act 
of 1952. Appendices give Sections 379, 
386, 388, 390, and 391 of the Finance 
Act, 1952, as well as the relevant Sec- 
tions of the Finance Act, 1956. There is 
a good index. 

As the book was written before the 
Inland Revenue had issued either their 
“Practice Notes” or the “Regulations” 
and before the assurance offices had 
made known the wares they had to 
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facts lie, professional accountants and 
quacks are paying comparable salaries 
and this results in staff tending to be 
indifferent as to by whom they are 
employed. If the professional man were 
able to attract the best staff (from the 
quack and commerce) the quack would 
be forced to employ inexperienced girls. 
The quack’s activities would be re- 
stricted unless he also increased his 
salaries and fees: and if he increased his 
fees he would probably lose the “‘penny- 
wise, pound-foolish” trader who engages 
the quack for the sole purpose of 
“saving money.” 
Yours faithfully, 
“PROVINCIAL” 


Torquay. 


offer—and a fortiori before anyone has 
experience on the way the Revenue will 
deal with problems and unusual cir- 
cumstances—it may be found as time 
progresses that the book contains some 
inaccuracies of detail. But the demand 
for the book will assuredly soon make a 
second edition necessary, and then the 
authors will no doubt make any neces- 
sary revisions. I would suggest for their 
consideration an issue in vade mecum 
form. 

The authors may be a trifle optimistic 
about trust schemes, especially their 
expenses and investments. The expense 
ratio of existing self-administered funds 
quoted by them does not seem to be a 
good indication of the real cost of 
running these schemes. The employer 
often provides free accommodation, 
light, heat and the like for the trustees 
and their staff and it is not uncommon 
for most of the administrative work to 
be done by the staff of the employer at 
no cost. Since in such conditions the 
fund bears only the cost of actuarial and 
other professional services, its cost ratio 
is far from being a true one. Professional 
associations and groups of self-em- 
ployed will have no similar benefactor, 
so the whole running cost will fall upon 
their funds. Further, in any new edition 
the authors might with advantage 
explain how the members of a self- 
administered trust stand to be affected 
by improving mortality. The rates now 
being quoted by many assurance offices, 
on the other hand, suggest that the 
authors were a little pessimistic in their 
estimates of the terms that would be 
available for policies. The book seems 
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How 
does the 
smaller 
firm 


raise new 


capital ? 


As long as credit restrictions are in 
force, this may be difficult. For those firms concerned in work of national 
importance, the best answer may be ICFC. The Corporation provides long-term 


loans and share-capital, in amounts between £5,000 and £200,000. 


Ask your own accountant, solicitor or bank—or write for our booklet 
“Capital for Business and Where to Find it” to Dept. R, at any of the 


addresses below. 


INDUSTRIAL AND COMMERCIAL FINANCE CORPORATION LIMITED 


Head Office: 7 DRAPERS’ GARDENS, LONDON, E.C.2. NATIONAL 8621/5 


Branches: BIRMINGHAM—214 HAGLEY ROAD. EDGBASTON 4181 LEICESTER—31 FRIAR LANE. GRANBY 854 
MANCHESTER—73 WHITWORTH STREET. CENTRAL 5429 LEEDS—HEADROW HOUSE. LEEDS 2-2727 


EDINBURGH—33 CHARLOTTE SQUARE. EDINBURGH 30212 
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to me to prove that self-employed, 
especially those in partnership, would be 
wise to seek the services of a qualified 
accountant in arriving at the quantum 
of “qualifying premium” and the help of 
an insurance broker or actuary, or both, 
on the manner in which the best results 
can be secured for the payment of the 
qualifying premium. 

There can be nothing but admiration 
for this publication. T.A.E.L. 


Management Succession. Prepared by 
Rosemary Stewart, M.SC.(ECON.), 
Nancy Joy, M.A., and Paul Duncan- 
Jones, B.A., under the direction of 
Professor T. E. Chester. Pp. 142. (The 
Acton Society Trust, 39 Welbeck Street, 
London, W.1: 10s. 6d. net.) 


IT IS A COMMON human failing to con- 
sider oneself as immortal and indispen- 
sable. When maturity brings the 
realisation that such a view is fallacious 
on both counts, it raises the question of 
a successor. High business executives are 
mature enough to know that one day 
they must hand over their responsibili- 
ties, human enough very often to 
minimise the urgency and importance of 
providing for that change. The Acton 
Society Trust has taken upon itself the 
task of discovering how British industry 
stands in this matter. It has made a 
survey of the practice of fifty-one 
organisations, the majority employing 
between 10,000 and 20,000 people. An 
examination of the educational back- 
grounds, careers, and ages of over 3,000 
managers leads to conclusions confirm- 
ing what has generally been held, 
namely, that the older managers mostly 
“came up the hard way,” while the 
younger generation tend to have higher 
educational qualifications but less shop- 
floor experience. The report then poses 
two questions. First, what are the 
problems involved in recruiting, select- 
ing, training and promoting managers, 
and how are they being tackled? Second- 
ly, how do actual methods look to the 
people affected? 

It may be a surprise to some readers 
that a few firms have, even today, no 
established policy of finding or making 
managers. Most are aware, however, 
that something must be done to secure a 
succession of good managers, and are 
going to the universities for their 
material or developing schemes of 
training for employees. That methods 
vary considerably between these organi- 
sations is not surprising or undesirable; 
there are differences between them in 
almost every respect except size, and one 
set practice could not well apply to all. 


One of the most interesting parts of 
the findings is that relating to the em- 
ployees’ view (Chapter VII and Appen- 
dix V). Eagerness to move from the 
shop-floor up through the supervisory 
grades is being reduced by inadequate 
differential rewards and this, combined 
with stiffening requirements, suggests 
that a declining proportion of higher 
management will in future be derived 
from this source. But this makes it all 
the more important that appointments 
should “‘be fair and be seen to be fair” if 
a sense of frustration among the 
workers is to be avoided. The Trust 
considers that the practice of internal as 
well as external advertisement of all 
posts does a good deal to convince em- 
ployees that every suitable person has a 
chance of promotion, especially if the 
process of selection is so carried out as 
to convince the candidates that a 
genuine attempt to find the right man is 
being made. 

The report concludes with a number of 
recommendations summarising the 
lessons that may be drawn from its 
inquiries. Even if they do not find all the 
conclusions acceptable, executives who 
have to deal with the problem of succes- 
sion will find that they have been given 
an excellent survey of the main issues. 

R.A.H. 


Book-keeping Exercises. By J. C. A. 
Day. Pp. 80. (Edward Arnold (Publishers) 
Ltd.: 7s. net.) 


THIS SLIM VOLUME consists of 136 ques- 
tions—most of them taken from recent 
intermediate examination papers of the 
Association of Certified and Corporate 
Accountants, the Institute of Cost and 
Works Accountants, the Chartered 
Institute of Secretaries and the Cor- 
poration of Secretaries. 

There is no doubt that the student 
who wishes to succeed in examinations 
must obtain plenty of practice in 
answering examination questions; this 
book will provide him with a useful 
supply to supplement those found in the 
textbooks. The book is intended to be 
used as a supplement to the textbook 
and, for that reason, the questions are 
arranged in twelve sections, each dealing 
with a specified branch of the subject. 
This will be a help to the student in 
checking his attempts at the questions or 
in finding the answer if he is in despair. 

Perhaps the usefulness of the book to 
the student could be enhanced by clues 
to the solutions of problems asking for 
the preparation of accounts—some- 
thing like balance sheet totals, shares of 
profit, final balances, and so on. Some 
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students think that if the balance sheet 
agrees nothing else matters—but the 
value of working exercises is largely lost 
if errors of principle are not perceived. 
However, the criticism is perhaps a 
minor one. The conscientious student 
will check the theory and methods of his 
answers with the textbook and the other 
type of students will not bother with 
extra work anyway. 

Doubtless those whose lot it is to 
teach book-keeping will find this supply 
of well selected and classified exercises 
most useful. N.G. 


Books Received 


(See also page 412.) 


The Married Woman’s Property Acts— 
Some Legal Estate Aspects. By C. L. 
Jaggers, F.1.A., F.C.1.1. Estate Duty and Its 
Effect upon Life Assurance. By E. H. 
Potter, F.1.A. Reprints from Vol. 53 (1956) 
Journal of the Chartered Insurance Institute. 
(The Chartered Insurance Institute, The Hall, 
20 Aldermanbury, London, E.C.2: 2s. net 
each.) 


Case Studies in Auditing Procedure. No. 11. 
A Hospital. Pp. 45. (The American Institute 
of Accountants, 270 Madison Avenue, 
New York 16, N.Y., U.S.A. 50 c.) 


Documentary Bills—Their Collection and 
Negotiation. A Reprint from The Bankers’ 
Magazine, 1955-1956. Pp. 35. (Waterlow 
& Sons Ltd., 85-86 London Wall, London, 
E.C.2: 2s. 6d.; postage 4d. extra.) 


The Married Women’s Property Acts— 
Some Legal and Estate-Duty Aspects. By 
C. L. Jaggers, F.1.A., F.C.1.1. Pp. 23. Estate 
Duty and its Effect upon Life Assurance. By 
E. H. Potter, F.1.4. Pp. 19. Both reprinted 
from Vol. 53, 1956, of the Journal of the 
Chartered Insurance Institute. (The Char- 
tered Insurance Institute, The Hall, 20 
Aldermanbury, London, E.C.2: 2s. net 
each.) 


The Measurement of Profits—A Study in 
Methods. By Raj K. Nigam. Reprint Series 
No. 26. Pp. 119. (Incorporated Accountants’ 
Research Committee, Incorporated Account- 
ants’ Hall, W.C.2: 15s. net.) 


What Every Taxpayer should know about 
Income Tax. By David Shrand, M.com., 
A.S.A.A., C.A.(S.A.). Pp. 77. (Legal & Financial 
Publishing Co., P.O. Box 3461, Cape Town: 
11s. post free.) 


The 1956 Income Tax Legislation. By A. S. 
Silke, M.cOM., C.A.(S.A.). Pp. 156. (Juta & 
Co. Ltd., Cape Town: 35s. net.) 
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Legal Notes 


Contract and Tort— 

Claim by Master for Loss of Servant’s 
Services 

In Inland Revenue Commissioners vy. 
Hambrook [1956] 3 W.L.R. 643, B., 
an established civil servant, had, while 
off duty, been injured in a road accident 
for which he and H., the driver of the 
other vehicle involved, were both to 
blame. As a result of his injuries B. was 
unable to work for some ten months, 
and during this time the Commissioners 
paid him sick pay. They now sued H. 
to recover damages equal in amount to 
this sick pay. 

For hundreds of years the law has 
recognised that a master has in certain 
circumstances a right to recover dam- 
ages against a third party who has by a 
tort against a servant deprived the 
master of his services. The origin of this 
right of action was that the servant was 
considered to be his master’s chattel and 
the master could therefore sue for the 
loss of his servant just as he could for the 
loss of a chattel. After an interesting 
review of the history of this type of 
action, the Court of Appeal concluded 
that the action now lay only if the ser- 
vant could be considered to be a mem- 
ber of the master’s domestic household, 
and in this case the Commissioners had 
no right of action. 


Miscellaneous— 
Application of Rent Acts to Converted 
Premises 


By Section 35 of the Housing Repairs 
and Rents Act, 1954, the Rent Acts do 
not apply to “separate and self-contained 
premises produced by conversion after 
August 30, 1954, with or without the 
addition of premises erected after 
August 30, 1954.’ The Court of Appeal 
had to consider the meaning of these 
words in Higgins v. Silverston [1956] 3 
W.L.R. 448. The ground floor of a 
house originally consisted of a living- 
room, bedroom, kitchen, scullery and 
outside w.c. Extensive work was then 
done to this ground floor: the bedroom 
was divided into two and a new bath- 
room and lavatory put into one part; 
interconnecting doors were made be- 
tween the various rooms and a lobby 
was formed by putting a door across the 
passage. There was no dispute that after 
the work was done the ground floor 
consisted of separate and self-contained 


premises, and the issue was whether this 
had been accomplished by the conver- 
sion of “‘other premises.” 

The Court of Appeal said that Section 
35 would certainly apply if there was a 
change of identity, if, for example, a 
coach-house was converted into a 
dwelling or if substantial structural 
alterations were made to a house which 
was previously capable of being used 
only for one family so as to turn it into 
two separate and self-contained flats 
with all the necessities of life in each. 
In this case, however, the County 
Court Judge had found that there had 
been no change of identity, and the 
landlord was driven to argue that even 
so Section 35 still applied because 
“other premises’? meant premises which 
were not previously separate and self- 
contained. The Court held that such an 
interpretation of the words was not 
correct; unless the work done was so 
radical as to change the identity of the 
premises, there was no conversion of 
other premises but only improvement of 
the same premises. The landlord could 
charge an additional rent for the im- 
provements, but the Rent Acts still 
applied. (See also the Professional Note 
in our September issue, page 345.) 


Miscellaneous— 
Tax Element in Compensation for 
Compulsory Purchase 


A local authority compulsorily acquired 
R.’s factory, and it was some nine 
months before R. could start his opera- 
tions again in other premises. He claimed 
that he was entitled, inter alia, to com- 
pensation for the loss of the profit that 
he would have made on specific orders 
during those nine months if his business 
had been undisturbed. There was no 
dispute that this loss of profit would be 
a proper item for compensation, but the 
acquiring authority contended that in 
calculating it the tribunal ought to make 
deductions for the tax that would have 
been payable on those profits if they 
had in fact been earned. The authority 
put in evidence a letter from the Inland 
Revenue stating that no tax would be 
claimed on any sum awarded as com- 
pensation under this heading. It was 
argued that unless a deduction of the 
notional tax was made R. would be 
better off than he would have been if he 
had remained undisturbed. 

In West Suffolk County Council y. 
W. Rought Ltd. [1956] 3 W.L.R. 589, 
the House of Lords applied the prin- 
ciples laid down in British Transport 
Commission v. Gourley [1956] A.C. 185 
(see ACCOUNTANCY, March, page 105), 
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and held that a deduction must be made 
for the notional tax. 


Miscellaneous— 

Rateable Occupation 

When husband and wife part, it is not 
unusual for them to agree as part of the 
financial arrangement between them 
that the wife shall be entitled to live in 
the matrimonial home rent free and that 
she shall pay the rates. Before the recent 
case of Cardiff Corporation v. Robinson 
[1956] 3 W.L.R. 522, it had never been 
decided whether in such circumstances 
the husband would be liable to pay the 
rates to the local authority if the wife 
failed to pay. There, after differences had 
arisen between himself and his wife, R. 
left the house of which he was the rate- 
able occupier and came to an arrange- 
ment with his wife. It was agreed that 
she was to live in the house rent free and 
to receive a weekly allowance, out of 
which she was to pay, inter alia, the 
rates. The wife failed to pay the rates 
and the local authority sued the hus- 
band. The Divisional Court held that 
the husband was still in beneficial 
occupation of the house because it 
enabled him to provide for his wife and 
family, who, if they had to provide a 
home for themselves, would require 
more money from him. The local 
authority were not bound by any 
arrangement made between husband 
and wife, and accordingly the husband 
was liable to pay the rates. 


Miscellaneous— 

Fixing of Tariffs by Electricity Boards 
British Oxygen Co. Ltd. has recently 
brought against the South of Scotland 
Electricity Board an action which is of 
considerable interest to all users of 
electricity. As some safeguard to con- 
sumers the Electricity Act, 1947, Sec- 
tion 37 (8) provided: “‘An area board in 
fixing tariffs . . . shall not show undue 
preference to any person or class of 
persons and shall not exercise any undue 
discrimination against any person or 
class of persons.” The company, which 
was a user of high voltage electricity, 
alleged that in fixing a tariff the Board 
had contravened this sub-Section and 
had used undue discrimination against 
high voltage users. The essence of the 
company’s case was that the amount of 
fuel required to produce and supply a 
given amount of electricity at a high 
voltage was substantially less than that 
required to supply the same amount at 
a low voltage; that the tariff gave high 
voltage consumers a fair differential 
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when fuel cost 38s. a ton, but that the 
fuel variation clause vitiated the tariff 
when fuel cost rose above that figure by 
distributing the additional cost equally 
per unit between low voltage and high 
voltage consumers. 

The Board took a preliminary point of 
law and argued that the action of the 
company must fail for two reasons: (a) 
that there would be no “undue dis- 


Section 37 (8) unless discrimination had 
been exercised for illegitimate reasons, 
and no illegitimate reasons were al- 
leged; (5) that high voltage consumers 
and low voltage consumers did not con- 
stitute two “classes” within the meaning 
of Section 37 (8). 

The House of Lords held in South of 
Scotland Electricity Board y. British 
Oxygen Co. Ltd. [1956] 1 W.L.R. 1069 
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law: (a) an excessive discrimination 
might be “undue discrimination,” even 
if it were not exercised for illegitimate 
reasons, and (5) in presentday condi- 
tions all industries were in competition 
with each other for capital and labour 
and for public favour, and high voltage 
consumers and low voltage consumers 
were two “‘classes.”” Accordingly the case 
will now go to trial, and the outcome is 
awaited with interest. 


crimination” within the meaning of that the Board failed on both points of 


The Student’s Columns 


I—PROFITS TAX—DIRECTORS’ REMUNERATION 


PROFITS TAX WAS first imposed, as the National Defence 
Contribution, by the Finance Act, 1937, but radical 
amendments were made by the Finance Act, 1947. As 
from January 1, 1947, profits tax applies, with certain 
exceptions, only to: 

(a) Trades and businesses carried on within the United 
Kingdom by bodies corporate or unincorporated societies 
wherever resident; 

(b) Trades and businesses carried on outside the 
United Kingdom by similar bodies and societies ordin- 
arily resident therein; 

(c) Companies and societies incorporated under any 
enactment whose functions consist wholly or mainly of 
the holding of investments or other property. 

For profits tax purposes, profits are computed on 
Schedule D Case I principles with certain modifications. 
These modifications include a restriction on the allow- 
able remuneration of directors, if the company is director- 
controlled. If the company is not director-controlled, the 
amount paid to the director is allowed in full in com- 
puting the chargeable profits. In these circumstances, it is 
necessary to ascertain whether or not a company is 
director-controlled. In order to do this one must deter- 
mine who is a director and then whether by voting powers 
or other provisions in the Articles of Association he and 
his fellow directors are able to control the affairs of the 
company at the annual general meeting. By Section 
455 (1) of the Companies Act, 1948, the term “director” 
includes any person occupying the position of director by 
whatever name called. Similarly, Section 195 (10) (a) of 
the same Act provides that any person in accordance with 
whose directions or instructions the directors of a com- 
pany are accustomed to act shall be deemed to be a 
director of the company. Under the provisions of the 


Finance Act, 1937, the term also includes any person who 
is: 

(1) a manager of the company or otherwise concerned 
in the management of the trade or business; 

(2) remunerated out of the funds of the company; and 

(3) the beneficial owner of not less than 20 per cent. of 
the Ordinary share capital of the company. 

The persons who are directors under the above pro- 
visions are, however, divided into three classes: 

(a) persons who are whole-time service directors; 

(5) persons who, while working substantially whole 
time in the management of the company’s affairs, own 
more than 5 per cent. of the Ordinary share capital of the 
company; and 

(c) persons who work only part-time in the manage- 
ment of the affairs of the company. 

The expression “‘whole-time service director” means a 
director who is required to devote substantially the whole 
of his time to the service of the company in a managerial 
or technical capacity and is not the beneficial owner of, 
or able either directly or through the medium of other 
companies, or by any other indirect means, to control, 
more than 5 per cent. of the Ordinary share capital of the 
company. Clearly, it is important to define the expression 
“Ordinary share capital’ when considering the directors 
in (a) and (6) above. The expression means all the issued 
share capital (by whatever name called) of the company 
other than capital the holders of which have a right to a 
dividend at a fixed rate or a rate fluctuating in accordance 
with the standard rate of income tax, but have no other 
right to a share in the profits of the company. This means 
that Participating Preference shares which have not only 
a right to a fixed rate of dividend but also some right to 
participate in the profits of the company will be included 
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in the expression “Ordinary share capital.”” Manage- 
ment, founders’ and deferred shares, when they may 
share in the surplus profits of the company, are Ordinary 
share capital. 

The remuneration of whole-time service directors is 
allowed in full as a deduction for profits tax purposes, 
without any restrictions. In respect of the directors in 
(5) and (c) above the maximum deduction is £2,500 or 
15 per cent. of the profits (before deducting remuneration 
for those directors) whichever is the greater. If, however, 
for more than half the accounting period there are two or 
more directors who devote substantially their whole time 
to the service of the company, but who are not whole- 
time service directors, then the above limit of £2,500 is 
increased: 

(i) where there are two such directors, to £4,000; 
(ii) where there are three such directors, to £5,500; and 
(iii) where there are four or more such directors, to 
£7,000. 

The total deduction is restricted, however, to the total 
remuneration paid to all such directors, reduced by any 
amount by which the highest paid director’s remunera- 
tion exceeds £2,500 and by any amount by which any 
other director’s remuneration exceeds £1,500. Where 
two directors receive higher remuneration than the other 
directors but receive the same remuneration as each other, 
then either of them can be considered to be the highest 
paid director, and the other will then have a limit of 
£1,500 placed on his allowable remuneration. If, however, 
the highest paid director receives less than £2,500, the 
amount of the deficiency below £2,500 can be used to 
offset the excess remuneration of any of the other 
directors over £1,500. This point is illustrated in company 
C below. 

It must be emphasised that the remuneration of the 
directors is restricted to the amount paid, if that is lower 
than the above limitations. The term “‘remuneration” for 
profits tax purposes means all sums whether actually paid 
to a director or not in respect of fees, salaries, perquisites 
or profits of his office and includes any expense allowance 
chargeable to income tax under the provisions of Part 6 
of the Income Tax Act, 1952, and any benefits in kind 
chargeable to income tax. If benefits in kind chargeable 
to income tax are not paid by the company, the trading 
receipts and expenditure of the company in respect of the 
remuneration of the directors must both be increased by 
the sums not paid. Fees received by a director and 
assessable on him under Schedule D Cases I and II are 
not treated as remuneration. 

Under the provisions of Section 34 of the Finance Act, 
1952, if a company is director-controlled for only part of a 
chargeable accounting period, any disallowance of direc- 
tors’ remuneration is restricted to so much of the excess 
remuneration for the full period as bears the same pro- 
portion to the whole amount of the excess as the period 
of control in the chargeable accounting period bears to 
the full period. This point is illustrated in company F 
below. 

The remuneration payable to the part-time directors is 
ignored, except when ascertaining whether the basic 
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deduction of £2,500 (or 15 per cent. of the profits) is 
equalled by or covered by sums paid to directors. 


Illustration: 
All companies are director-controlled for the full 


chargeable accounting period of one year. 


Directors working full time Remuneration 
but not “‘whole-time Com- Com- Com- Com- Com- 
service directors” pany pany pany pany pany 
A B Cc D E 
£ £ £ £ £ 
Vv 1,800 2,500 2,300 3,000 2,200 
WwW - 1,750 1,800 1,600 1,200 
xX - ~ 1,400 1,500 1,000 
Y - - - 1,400 1,000 
Z - - - 1,500 900 
Part-time directors 
S 700 100 100 100 500 
Z 500 - - 250 400 
3,000 4,350 5,600 9,350 7,200 


Allowable remuneration: 


Company A £2,500; maximum—only one director as defined 
in (b) above. 

Company B- £4,000; maximum—two such directors. 

Company C £5,400; limited to remuneration paid and V’s 
deficiency of £200 set off against W’s 
excess over £1,500. 

Company D-~ £7,000; ‘maximum—four or more directors as 
defined in (5) above. 

Company E £6,300; limited to remuneration paid. 


If company F, whose directors receive the same 
remuneration as those given for company E, above, is 
director-controlled for nine months only in the same 
chargeable accounting period, the disallowed remunera- 
tion £(7,200—6,300)=£900 will be restricted to 9/12ths x 
£900— £675. 

The differences between the total remuneration paid 
and that allowable will be treated as gross relevant 
distributions in the profits tax computations of each 
company. 


Illustration: 

Company G makes up its accounts for the year ended 
March 31, 1956. Its adjusted profits were £10,000, in- 
cluding franked investment income of £2,000. The dis- 
allowed directors’ remuneration was £1,100 and the divi- 
dend paid was the same as for 1955, namely, £2,500 
(gross). The franked investment income was received 
evenly throughout the year. 


£ 
Profits including franked investment income 10,000 
Less Franked investment income 2,000 
Profits excluding franked investment income .. 8,000 
8,000 12,000—10,000 

Less Abatement 10,000 x 5 == 320 
7,680 

Chargeable Profits: 

Chargeable accounting period (C.A.P.) to 
31.10.55 7/12ths of £7,680= ad .. 4,480 
C.A.P. from 31.10.55 5/12ths of £7,680= 3,200 

7,680 
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space 
time 
and 
money 


In these days of confined office space the wealth of correspondence that accumulates and its 
filing are of paramount importance. Vetro Lateral is the practical answer to both these 
problems. This open shelf method of filing allows you to see thousands at a glance and 
utilises space which otherwise would be wasted. 

—wh—— h- 


The folder illustrated 
left is strongly made 
of manilla, The top 

edge is so shaped 
that it can be slid =] 


on and off the rails ) 
without tilting. 
Send, or ask your Stationer, for a leaflet showing methods of housing Vetro Lateral in your office 


4 SUSPENSION 
FILING SYSTEMS 


PERCY JONES (TWINLOCK) LIMITED, 37 CHANCERY LANE, LONDON, W.C.2. TEL: CHAncery 8971 


Yjjjj space used by (left) 


Vida 


PS 


GHLOTU The diagrams compare 
nk VY 


two four-drawer filing 
cabinets and (right) a 
Vetro Lateral plinth 
which carries same num- 
ber of folders. Shaded 
portion is amount of 
space saved —64%,. 


REGO TRADE MARK 


SHOWROOMS: LONDON . BIRMINGHAM . MANCHESTER ° GLASGOW 
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A remarkable development 


‘NO-CARBON’ 
PAPER 


. . . Paper which, of itself, produces multiple “carbon copies”’ This revolutionary new prod- 
without the use of carbon paper, or any visible backing substance. uct is based on a chemical sys- 
Smears and smudges are eliminated and sharper, clearer, copies tem developed and patented 


by the National Cash Register 
Company. 

This paper has been used in 

ALACRA CONTINUOUS FORMS americh for over 18 month 

and we are fortunate in having 

i ' eee at our disposal the experience 

can now be supplied in this most up-to-date medium—thus bringing of one of the leading manufact- 

the ALACRA labour saving method of office documentation to urers of Continuous Stationery 
a new peak of modernity. in that country. 


obtained. It has to be seen to be believed. 


Write for full details to :- 


W.H. SMITH & SON (ALACRA) LTD., 
WESTERN AVENUE, LONDON, W .3. Phone: Acorn 5801 


Can you say its appear- 
ance is a credit to you? 

. If not, you are 
invited to send for an 
illustrated brochure of 
our Leather Standard 
Document and Cana- 
dian-type Brief-cases. 


l oO 
FOR PAID-UP SHARES 3:/, 


FOR DEPOSITS 3:4 | YOUR (Oo 
Trinity Leather Works 
oh SUBSCHPTION SHARES 2 3°/ | prep. | eRe 


Makers of high quality 
Leather Goods 
since the year 1892 


sa, 
a] 


Tntume Tox pad by the Society - mManiinum investment £500. 


HALIFAX BUILDING society) CASE? 


HEAD OFFICE ~* HALIFAX YORKS. 
LONDON ~< 51 STRAND W.C.2. CITY OFFICE + 62 MOORGATE E.C.4. 
Branches and Agencies throughout the United Kingdom. | 


| 
| 
| 
| 
| 
| Write to: 
| 
| 
| 
| 
| 
| 


| 

| pl 

| ee 
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| HALIFAX Bimaed 
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Gross relevant distribution: 


£ 
Directors’ remuneration disallowed 1,100 
Dividend a os 3 2,500 
3,600 
Net relevant distribution: 
7,680 
10,000 
C.A.P. to 31.10.55 7/12ths of £2,765 .. 1,613 
C.A.P. from 31.10.55 5/12ths of £2,765 1,152 
£2,765 
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Profits Tax Payable: 
C.A.P. C.A.P. 
1.4.55— 1.11. 55— 
31.10.55 31.3.56 
€ « ¢€@ € «¢é 
£4,480 at 224 per £3,200 at 274 per 
cent. .. ane 0 0 cent. 80 0 0 
Less Non-Distri- 
bution Relief 
£(4,480—1,613) £(3,200—1,152) 
2,867 at 20 per 2,048 at 25 per 
cent. .. 573 8 0 cent. 512 0 0 
£434 12 0 £368 0 O 


Total Profits Tax payable £802 12 0 


II—LIQUIDATION AND RECEIVERSHIP’ 


CANDIDATES WERE RECENTLY asked in an examination 
paper to prepare accounts of a liquidator and a receiver, 
showing payments in their proper order. The receiver was 
appointed on September 30 by the holders of debentures 
with a floating charge, and a liquidator was appointed on 
December 31. The balance sheet as at September 30, 
1955, was as given at the foot of this page. 

The items due to creditors included local rates of £75 
due and payable in April, 1955; purchase tax of £60 due 
in September, 1954, and of £45 for the year to date; 
£235 for three months’ commission due to two salesmen; 
and director’s fees of £1,000 for the year. There were two 
years’ income tax assessments of £95 and £90 outstanding, 
and a credit of £50 in respect of tax deducted from 
accrued debenture interest. The other creditors were 
ordinary trade creditors. 

Other matters to note were: 


*The first part of this article appeared on pages 374—5 of the 
September issue of ACCOUNTANCY. 


BALANCE SHEET, 


£ £ 
5,000 5 per cent. Preference Shares 5,000 
20,000 Ordinary Shares : 20,000 
Less calls in arrear é@ is a ee 2,500 
17,500 
Capital Reserve .. 2,000 
4 per cent. Debentures (including 6 months’ net 
interest (say) ) ; a 5,050 
Bank loan .. 10,200 
Director’s loan sn ea = me 250 
Creditors bis ee - = oa 22,000 
62,000 


1. The director’s loan was to enable workmen’s wages 
for September to be paid. 

2. The bank loan was guaranteed by the directors 
personally for £7,500. 

3. The receiver sold the stocks for £6,253 and collected 
£2,500 from debtors. His expenses and remuneration 
totalled £750. He made all his obligatory payments on 
December 31, 1955, and handed the balance of cash to 
the liquidator. 

4. The liquidator’s expenses were £139; he sold the 
fixed assets for £21,050 and collected the balance of 
items from debtors. Calls in arrear were paid. 

5. The liquidator’s remuneration was to be two per 
cent. of the sums realised by him (excluding cash secured 
from the receiver) and one per cent. of the first and final 
dividend to the creditors. 

6. Preference and Ordinary shares ranked pari passu in 
a winding-up and there were arrears of Preference 
dividends for three and a half years. 


SEPTEMBER 30, 1955 


£ 
Fixed assets 29,000 
Stock 16,500 
Debtors 4,500 
Profit and loss account 12,000 
62,000 
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A RECEIVER’S RECEIPTS AND PAYMENTS ACCOUNT 
£ £ 
Sale of Stock .. 6,253 Expenses and Remuneration 750 
Debtors 2,500 Preferential Creditors: 
Rates a6 ee ne i ie re 75 
Purchase tax oe - os . oth 45 
Travellers’ commission i oa ; 235 
Director’s loan rk. a re ; 250 
Income tax on “a as e - 95 
— 700 
Debenture Holders: 
Principal = es ox a : 5,000 
Interest (net) is id ies he - 75 
— 5,075 
Claim under Section 170 of Income Tax Act, 1952, 
on debenture interest ; 75 
Cash balance handed to liquidator. . 2,153 
8,753 8,753 
B LIQUIDATOR’S RECEIPTS AND PAYMENTS ACCOUNT 
£ £ g 
Balance from receiver 2,153 Expenses is ee ae iis a a 139 
Sale of assets: Remuneration: 
Fixed assets 21,050 2 per cent. on £25,050... ee ze _< ae 
Debtors 2,000 1 per cent. on £26,795 268 
Calls in arrear 2,000 — 769 
Creditors’ dividend of 16s. 11d. in £ 26,795 
27,703 27,703 
In drawing up the required accounts (given above), 4. Unsecured creditors are: 
the following points arise. £ 
1. In voluntary liquidation, payments are calculated Purchase tax a a sa 60 
to the date of the resolution to wind-up—this date is Directors .. ; ; 1,000 
known as the “relevant date.” Income tax for one . year si 90 
2. Preferential debts are as under: Bank loan is “ .. 10,200 
(a) Rates due and payable within twelve months before Trade creditors .. ye .. 20,350 
the relevant date; 
(5) Purchase tax which has become due within twelve 31,700 


months before the relevant date; 

(c) Wages, salaries and commission for services ren- 
dered during four months before the relevant date, with a 
maximum of £200 for any one claimant. This preference 
applies only to “clerk or servant’—that is, one who 
attends at stated times for performance of his duties. The 
debt to a managing director for his remuneration, or to a 
director for fees, is not preferential. 

(d) Loans used for the purpose of providing money out 
of which salaries or wages are paid. The lender has the 
same priority as a clerk or servant in (c) above. 

(e) When income tax for more than one year is in 
arrear the Crown can select the most favourable year as 
preferable, the balance of the debt being included with 
the debts due to unsecured creditors. 

3. Nine months’ interest on the debentures was due and 
payable at December 31; the interest, being paid out of a 
fund not brought into charge for tax, is subject to an 
assessment under Section 170 of the Income Tax Act, 
1952, and the liability is payable in full. 


Of this total, £26,795 is distributable, producing 16s, 11d. 
in £. As regards arrears of dividends on Preference shares, 
shareholders would normally have no rights unless there 
had been a declaration before winding-up commenced. 
The Articles of the company must be studied on the 
point. 

(Concluded) 


INSURANCE CLAIMS 


In the answer to the examination question which concludes the 

student’s article Insurance Claims in our July issue, the credit 

side of the third set of journal entries (page 293) should read: 
£ 


To plant is -™ .. Cr. 14,000 
To capital reserve = .. Cr. 1,000 
To profit and loss account .. Cr. 4,000 
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Notices 


The Stamp Memorial Lecture at the Uni- 
versity of London is to be given this year by 
Lord Heyworth, who will speak on The 
Control Centre for an International Business 
—A Study of the Economic Factors affecting 
the Location of Headquarters. The lecture 
will be given at the Senate House on 
November 13, at 5.30 p.m. 


Automation in Perspective is the title of a 
short version, with illustrations and dia- 
grams, of the recent report on Automation 
issued by the Department of Scientific and 
Industrial Research. The report was the 
subject of the Editorial article on page 209 
of our June issue. The present booklet is a 
response to requests for a summary that 
busy managers and trade union officials 
could digest quickly and easily. It is pub- 
lished by Her Majesty’s Stationery Office 
at the price of 1s. 6d. net. 


A University Extension course of ten 
lectures and discussions on Technology and 
Industry will be held on Fridays, October 12 
to December 14, at 6.30 p.m. at the London 
School of Hygiene and Tropical Medicine, 
Keppel Street, London, W.C.1. The fee is 
15s. for the course or 2s. for a single lecture. 
Tickets are obtainable from the Cashier, 
University of London, Senate House, 
Malet Street, W.C.1. Envelopes should be 
marked “Extension Courses.” 


The Accountants’ Christian Fellowship an- 
nounces the following programme of meet- 
ings. Except where otherwise stated, meet- 
ings are held at Incorporated Accountants’ 
Hall, London, W.C.2, at 6 p.m. 


1956 

October 19. “Profit and Loss,’’ by Dr. 
Arnold S. Aldis (Cardiff University School 
of Medicine), followed by a short discussion 
for students. 

November 7. A united rally of the Christian 
Unions of London. Speakers: Rev. H. E. 
Hopkins, 0.B.£., M.A. (Vicar of St. Mary-le- 
Bow, Cheapside) and the Bishop of Barking. 
Staff Theatre, Prudential Assurance Co., 
Holborn Bars, E.C.1, at 6.30 p.m. 
November 23. *“‘How it Began,” by The 
Rt. Hon. Ernest Brown, P.c., followed by a 
short discussion for students. 


1957 

January 25. ““What do Christians really 
Believe?” by Rev. George B. Duncan, M.A. 
(Vicar of Christ Church, Cockfosters). 
February 22. Annual general meeting. 
March 21. “Christianity in Industry,” 
by Mr. A. G. B. Owen (Chairman and 
Managing Director, Rubery Owen & Co. 
Ltd.). Oak Hall of the Institute of Chartered 
Accountants, Moorgate Place, E.C.2, at 
6 p.m., followed by a short discussion for 
students. 


Meetings for Bible reading and prayer 
will be held at St. Mary Woolnoth Church, 
King William Street, E.C.3, on the follow- 
ing Mondays: October 8, 1956, at 6 p.m.; 
November 5, at 12.30 p.m.; December 3, at 
6 p.m.; January 7, 1957, at 12.30 p.m.; 
February 4, at 6 p.m.; March 4, at 12.30 
p.m.; April 1, at 6.0 p.m.; May 6, at 
12.30 p.m.; June 3, at 6 p.m.; July 1, at 
12.30 p.m.; August 12, at 6 p.m.; and 
September 2, at 12.30 p.m. 


It has been agreed that Elliott Brothers 
(London) Ltd. will manufacture and 
market Giannini shaft-rotation digitisers for 
Giannini Ltd., the British affiliate of 
G. M. Giannini & Co. Inc., of Pasadena, 
California, U.S.A. These digitisers may be 
used to convert physical variables, such as 
pressure, motion or temperature, into a 
form suitable for entry into a digital 
computer, or to make permanent records of 
information in digital form. 


A report on Courses for Costing Officers in 
London and the Home Counties has been 
issued by the London and Home Counties 
Regional Advisory Council for Higher 
Technological Education, Tavistock House 
South, Tavistock Square, London, W.C.1, 
price Is. 6d. It is recommended that courses 
be provided at Brighton, Canterbury and 
Slough, as no suitable part-time courses are 
available in these areas. Costing students 
should not be taught in the same classes as 
those studying financial accountancy. Part 
of the time should be spent in a college 
engineering or other workshop, and more 
emphasis should be laid on the interpreta- 
tion of costing data. Post-graduate lectures 
on advanced techniques of presenting 
costing information would be valuable. For 
the Fellowship in Management Accountancy 
of the Institute of Cost and Works Account- 
ants, the demand is met by the courses pro- 
vided at the City of London College and the 
Polytechnic, Regent Street. A lower grade 
qualification is needed for cost clerks whose 
educational standard is below that required 
for exemption from the preliminary exam- 
inations of professional bodies. 


The eleventh International Management 
Congress will be held in Paris from June 24 
to 28, 1957. The central themes will be 
“Concrete achievements of enterprises and 
other bodies in the field of scientific 
management” and “‘Future prospects in the 
light of technical and social developments.” 
The United Kingdom delegation is re- 
sponsible for one session, on The exchange 
of information between firms through trade 
associations, its value to the firms of the 
trade and its relevance to the overall planning 
of the national economy. The general 
rapporteur for the session will be Professor 
F. Sewell Bray, F.c.A., F.S.A.A., Stamp- 
Martin Professor of Accounting, who is 
chairman of a British Institute of Manage- 
ment study group engaged in a world-wide 
study of the subject. An open invitation is 
extended for speakers on any of the papers 
to be presented by representatives of the 
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countries taking part in the congress. 
Further information is obtainable from the 
British Institute of Management, 8 Hill 
Street, London, W.1. 


The London Computer Group has arranged a 
programme of meetings for members only 
at Caxton Hall, London, S.W.1. On Octo- 
ber 15 Mr. R. T. Clayden will give a lecture 
on “The E.M.I. Electronic Business 
System,”’ and on November 19 Mr. R. L. 
Michaelson, F.1.A., F.LS., will speak on 
“The C2 Computer.” Subsequent meetings 
will be held on January 21, February 18, 
March 18, April 15, and May 13. Study 
groups are now being formed on a number 
of subjects, including: Administrative and 
Financial Considerations affecting Computer 
Installations; Comparative Data on Machines 
available in U.K. for Clerical Users; Impact 
of E.D.P. on Management Control and 
Administrative Organisation; Payroll and 
Labour Costs; Stores Control and Material 
Costs; Sales Accounting, Control and 
Statistics; Production Contro!; and General 
Accounting. 


The Regent Street Polytechnic announces 
two courses to be held at its Department of 
Management Studies, St. Katharine’s 
House, 194 Albany Street, London, N.W.1. 
A full course on Work Simplification in the 
Office, extending over a session of three 
terms, will be held on one morning a fort- 
night from October 2. New courses in this 
subject commence each term. A course on 
Management Accounting, for senior execu- 
tives and financial and cost accountants, 
starts on October 11 and occupies one 
afternoon each week for fifteen weeks. The 
fee for each course is £1 10s. for students 
who live in London or whose employers 
have their head offices in London. 


Mr. Angus Fraser, Barrister-at-Law, has 
been appointed Solicitor of Inland Revenue 
in succession to Sir Bernard Waterer, C.B., 
who has retired. 


The Institute of Cost and Works Accountants 
and the London School of Economics have 
agreed that graduates who have followed 
the B.Sc.(Econ.) degree course, taking 
accountancy as a special subject in Part II, 
shall be entitled to exemption from the 
whole of Part I of the Institute’s Inter- 
mediate examination. A similar agreement 
was made recently with the University of 
Birmingham. 


The Movigraph wall chart is claimed to be 
“one of the world’s most flexible charts.” 
It consists of plastic panels, in sizes from 
23 in.x114 in. upwards, any number of 
which can be fitted together. There are 2,000 
perforations to the square foot, and signals 
are provided in twelve colours. Flow lines 
are formed by elasticated cord. The chart 
can be used for budgetary control, sales 
analysis, stock control, and many other 
purposes. It is made by Adapta-Charts 
Ltd., 129 Hammersmith Road, London, 
W.14. 
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ACCOUNTANCY OCTOBER 


THE SOCIETY OF 
Incorporated Accountants 


Course at Cambridge 


WITH THE KIND permission of the 
Master and Fellows, the Society held a 
course at Gonville and Caius College, 
Cambridge, from September 20 to 25. 

The papers and discussions were: 
“The Winding-up and Reconstruction 
of Companies in relation to Taxation,” 
by Professor G. A. Grove, LL.M. 
“Some Aspects of Business Decisions,” 
by Professor C. F. Carter, M.A. 
“Problems of Professional Ethics and 
Etiquette.”” Discussion led by members 
of the Course Committee. 

“The Application of Electronics to 
Accounting.” Discussion led by Mr. 
T. R. Thompson, M.A., B.SCc., Mr. 
D. W. Hooper, M.A., A.c.A., and Mr. 
W. W. Fea, B.A., A.C.A. 

“The Contribution of Accounting to 
Business Planning,” by Mr. W. F. 
Edwards, F.S.A.A. 

“Valuation of Shares of Private Com- 
panies for Estate Duty Purposes,” by 
Mr. J. A. Jackson, F.C.A., F.S.A.A. 

“The Finance Act, 1956,” by Mr. 
James S. Heaton, F.S.A.A. 

We have pleasure in publishing the 
text of the paper by Professor Grove. 
The first part is on pages 397-400 of 
this issue, and the remainder will appear 
next month. We hope to publish other 
papers during the next few months. 

On Sunday, September 23, a service 
in Caius College Chapel was conducted 
by the Rev. B. D. Till, Fellow and Chap- 
lain of Jesus College. On Sunday after- 
noon there was a tour of the Colleges. 

Sir Richard Yeabsley, C.B.E., F.C.A., 
F.S.A.A., President of the Society, pre- 
sided at the guest night dinner on 
September 24, and proposed the toast of 
the guests. The toast was acknowledged 
by the Master of Caius (Sir James 
Chadwick, F.R.S., PH.D., LL.D.) and 
Mr. C. O. Stanley, c.B.£. (Chairman of 
Pye Ltd.). 

Others who accepted invitations to the 
dinner were: 

The Rev. H. W. Montefiore (Dean of 
Caius College); The Rev. B. D. Till (Fellow 
and Chaplain of Jesus College); Mr. R. N. 
Gooderson, M.A. (Secretary of the Faculty 
of Law); Mr. Brooke Crutchley, C.B.E., 
M.A. (University Printer); Mr. F. A. 


Perkins (Chairman and Managing Director, 
F. Perkins Ltd.); Dr. D. W. Dewhirst 
(Christ’s College); Miss R. N. Small (Ste- 
ward of Caius College). 

The Course Committee was composed of: 
Mr. W. G. A. Russell (Chairman); Sir 
Richard Yeabsley, c.B.£. (President of the 
Society); Mr. John Ainsworth; Professor 
F. Sewell Bray; Mr. W. F. Edwards; Mr. 
E. Cassleton Elliott, c.p.e.; Mr. J. A. 
Jackson; Mr. H. L. Layton; Mr. C. Yates 
Lloyd; and Mr. Bertram Nelson, c.B.£. 
Other Council members present at the 
course were Mr. R. Wilson Bartlett, p.L., 
Mr. James S. Heaton, Colonel R. C. L. 
Thomas, M.C., T.D., D.L. and Mr. E, J. 
Waldron. 


Society Dinner 


A DINNER WILL be held at Incorporated 
Accountants’ Hall on Monday, October 
29. Members of the Society who wish 
to attend this dinner are requested to 
make application as soon as possible 
to the Secretary of the Society. The 
inclusive charge will be £2 12s. 6d. per 
head and each member may invite one 
personal guest. The dinner will be at 7 for 
7.30 and the dress will be dinner jackets. 


District Societies 


North Staffordshire 


Annual Report 
THE MEMBERSHIP TOTALS 174, comprising 20 
Fellows, 80 Associates, and 74 students. 

Four students passed the Final Exam- 
ination and three the Intermediate. 

The Manchester and District Society in- 
vites students to attend the refresher course 
at Hulme Hall, Manchester, in April, 1957. 

A programme of lectures is being arranged 
for 1956/57. A very successful dinner dance 
has been held. 


Nottingham, Derby and Lincoln 

Annual Report 

THE DISTRICT SOCIETY has 275 members (84 
in practice and 191 not in practice) and 180 
students. 

Twenty-five students were successful in 
the Final Examination during 1955, two of 
them with honours, and nine in the Inter- 
mediate. The Committee congratulates 
them. 


1956 


The death has occurred of Mr. J. H. 
Trease, F.S.A.A., J.P., who was a founder 
member of the District Society and took a 
keen interest in its activities. 

Nine lecture meetings were held in 
Nottingham and four in Lincoln. 

Mr. J. T. Singleton and Mr. J. B. Carter 
resigned from the Committee during the 
year, and Mr. H. F. Palmer, one of those 
who retire by rotation, does not seek re- 
election. The Committee records its appre- 
ciation of their services. 

Attendances at students’ Saturday morn- 
ing classes have dwindled so much that some 
of them may have to be discontinued unless 
the trend is reversed. 

Additional books have been acquired for 
the library. 


South of England 


MR. G. L. RATCLIFFE, F.8.A.A. 


Mr G. L. Ratcliffe, ¥F.s.A.A., has been 
elected President of the South of England 
District Society. He served his articles with 
Mr. Ivor H. Slater, ¥.S.4.A., qualified as an 
Incorporated Accountant in 1935, and two 
years later became a partner with his prin- 
cipal in Messrs. Bradley, Slater and Rat- 
cliffe, Incorporated Accountants, Bourne- 
mouth and Christchurch. His Fellowship 
followed in 1945. 

Mr. Ratcliffe was President in 1948/9 of 
the Bournemouth Round Table, and he is 
now a member of the Christchurch Rotary 
Club. He is a director of the Bournemouth 
Little Theatre Ltd., and acts from time to 
time in the productions of the Bournemouth 
Little Theatre Club, one of the largest 
amateur dramatic societies in the country. 

Tennis has given way to gardening as a 
hobby. 

During World War II Mr. Ratcliffe had 
the rank of captain in the Home Guard, 
being the commanding officer of a mobile 
battle company in the Southbourne and 
Christchurch area. 
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How much does it cost 
to collect your money ? 


Whether you sell goods or services, run a business or control the finances 
of a local authority, the preparation of invoices, bills, demands (call 
them what you will) involves costly clerical effort. 


Powers-Samas punched card methods make light work of the job. 
Machines do the arithmetic and produce the finished bills — swiftly, at 
low cost and with machine accuracy. Then they fill in their time with 
other accounting, costing and statistical tasks. 


What does punched card equipment cost? Powers-Samas have 
matched their ranges of machines to the needs and budgets of the 
small, the medium and the large organisation. 


POWERS-SAMAS 


mechanical, electro-mechanical and electronic accounting machines 


Powers-Samas Accounting Machines (Sales) Ltd., Powers-Samas House, Holborn Bars, London, E.C.1. 
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- Cae In Pension Schemes 
~\ we've been leading 
for 25 years! 


Our new plans for Personal Pensions 
follow more than a quarter of 
a century of specialised experience. 


Please write for full details. 


LEGAL & GENERAL 
ASSURANCE SOCIETY LIMITED 


>, ~-* eone a “ewe Gee ‘ 
pie on Chief Administration: 188 Fleet St., London, E.C.4. 
we) “= ie Telephone: CHAncery 4444 


Branches throughout the United Kingdom 


B. W. BLYDENSTEIN & CO KING’S DETECTIVES 


BANKERS Confidential Investigations in Civil, Criminal, Commercial, 
and Personal cases. Observations discreetly maintained upon 
Suspected Persons and Premises. Internal Larcenies and 
cases of Fraud and Embezzlement investigated. Financial 
Inquiries and Investigations in Bankruptcy cases under- 
taken. Questioned Documents examined. Persons Traced. 


Established in London 1858 


Partners 
R. A. Vreede, J. R. R. Wierdsma, H. H. Oerlemans 


The susnnie Bank Gantesp Ltd W. J. KING’S DETECTIVE BUREAU LTD. 
SENS eR Ny aes See CHANCERY HOUSE, CHANCERY LANE, LONDON, WC2 


HOLborn 0343/2860 ingtex WEicent, London 


WE ARE ABLE TO GIVE A SPECIALIZED 
SERVICE COVERING ALL TRANSACTIONS 
WITH THE NETHERLANDS, THE NETHER- 
LANDS ANTILLES, SURINAM, INDONESIA, 
SINGAPORE, MALAYA, BURMA, INDIA, SU N LI F E 
PAKISTAN, THE FAR EAST, SAUDI ARABIA, ASSURANCE SOCIETY 
LEBANON, EAST AFRICA, TANGIER, 63 THREADNEEDLE STREET, LONDON, E.C.2 
URUGUAY AND NEW YORK. 


provides finance for the purchase of 


PARTNERSHIP SHARES 


54, 55 & 56 THREADNEEDLE ST IN ACCOUNTANTS’ PRACTICES 
LONDON, E.C.2 Repayment by Endowment Assurance 
No Medical Examination normally required 

Loan automatically repaid on death | 


Telephone: LONdon Wall 2131 
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ACCOUNTANCY OCTOBER 


Swansea 


MR. H. K. GREAVES, F.S.A.A., has resigned the 
position of Honorary Secretary of the 
Swansea and South-West Wales District 
Society. His successor is Mr. J. L. Hunkin, 
A.S.A.A., Of Messrs. Jennings and Watkins, 
Borough Chambers, The Parade, Neath. 


Golf Meeting 


A MOST ENJOYABLE meeting, attended by 
forty members and guests, was held for the 
second successive year at the Moor Park 
Golf Club on September 12. The weather 
was perfect and the course, although wet 
under foot, was in good condition. The 
feature of the day’s play was the number of 
ties which had to be decided on the best 
score for the last nine holes. 

Prizes, which were presented by Mr. S. L. 
Pleasance, member of the Council of the 
Society, were won by the following players: 

Nicholson Trophy, B. Ingold (Leicester) 
94—22=72. Guests’ Prize, Mrs. D. Sirkin 
(Leicester) 97—24=73; runner-up, J. B. 
Corrin (Northampton) 84—11=73. Best 
Scratch Score, S. Perry (Herts.), 77. Bogey 
Competition, L. Smith and C. A. Spencer 
(Kettering), 4 down; runners-up, J. R. 
Corrin (Northampton) and E. K. Govell 
(Poole), 4 down. 


Membership 


THE FOLLOWING PROMOTIONS in, and addi- 
tions to, the membership of the Society have 
been completed during the period June 7 to 
September 6, 1956. 


Associates to Fellows 


ApaAms, Reginald Stanhope (Hamilton, 
Pringle, Farrant & Co.), Johannesburg. 
BARRON, David Fred (Kingscott, Dix & Co.), 
Evesham. Bupp, John (David Owen & Co.), 
Devizes. BURRIDGE, Ernest Edward, Bristol. 
Cooke, John Wilfrid, Borough Treasurer, 
St. Pancras, London. Corne.ius, Frank 
Hubert (Cornelius, Barton & Co.), London. 
Deaves, Raymond Arthur (Hare Wilson & 
Co.), Hillingdon. Durr, William Alexander 
(Geo. Mackenzie & Co.), Salisbury, S.R. 
Dunn, David Horace (W. W. Beer, Aplin 
& Co.), Exeter. FLYNN, Francis George 
Arthur (Brebner, Allen & Trapp), London. 
Foster, Jack (Bromhead, Foster & Co.), 
London. Geacn, Cedric Benney, Helston. 
GELFAND, Bennie (B. Gelfand & Co.), 
Salisbury, S.R. Greek, Sam, Cape Town. 
GREENWOOD, George Crossley (Hamilton, 
Pringle, Farrant & Co.), Johannesburg. 
Guyver, Ronald Hope (W. W. Beer, 
Aplin & Co.), Exeter. HALL, William Horner 
(Hodgson, Harris & Co.), Hull. KINGSMILL, 
Gordon Harold (Monahan & Co.), Swindon. 
KNIGHT, Kenneth Herbert Alfred, Abergele. 
Mires, Colin Vivian (C. V. Miles & Co.), 
Cardiff. Minter, Walter Harold (Spain 


Brothers, Dalling & Co.), Brighton. Mow- 
FORTH, George McKee (Hodgson, Harris & 
Co.), Hull. NrALL, Thomas Flannan (Niall 
& Co.), Clonmel. ParKer, Eric Morgan 
(Parker Hughes & Co.), Bulawayo. PULKER, 
Antony John (Walter Hinton & Pulker), 
Cape Town. Ross-Spencer, Charles John 
(J. W. Higgerty, Ross-Spencer & Co.), 
Johannesburg. Roy, Kshitish Chandra, 
Calcutta. THomas, Henry Wilson (A. Owen 
John & Co.), Swansea. Vatnes, Albert 
Henry (Brebner, Allen & Trapp), London. 


Associates 


AGar, Brian, with W. L. Gallant & Co., 
Leeds. ALEXANDER, Roy Ernest, with 
Withnall, Carlyle & Co., Birmingham. 
ALLEN, David, with Peat, Marwick, 
Mitchell & Co., Cardiff. ALLIson, John, 
Depute Burgh Chamberlain, Port Glasgow. 
ANDERSON, David Peet, with Burrows & 
White, Nottingham. AppLeyARD, Peter 
Russell, B.com., County Treasurer’s De- 
partment, Wakefield. ARNoLD, Clifford 
Roy, with Percy G. Stembridge & Co., 
Birmingham. ASHWELL, Roger Hillyerd, 
formerly with Baker & Co., Leicester. 
ATTWELL, Colin Frost, with Kilby & Fox, 
Northampton. Austin, Leonard Alfred, 
with Baker, Sutton & Co., London. Avery, 
Dennis, with Thomas Rodger & Co., 
Newcastle upon Tyne. Aves, Kenneth, with 
Slater, Dominy & Swann, Cambridge. 
BAKER, Geoffrey, with Russell, Durie Kerr, 
Watson & Co., Birmingham. BAKER, 
Harold William, with Buckley, Hall, 
Devin & Co., Hull. BARNEs, Gerald William, 
with Holden, Howard & Co., London. 
Barnes, William Albert, with William S. 
Ogle & Co., London. Barry, Brian Gros- 
venor, with Richard Davies & Co., Cardiff. 
BarRTLEET, Eric Keith, with Stewart, Steyn 
& Co., Johannesburg. Bates, Thomas 
Henry, with William Dent, Middlesbrough. 
BAZELL, Robert Hugh, with Milne, Gregg & 
Turnbull, London. BeapLe, Roy Bernard, 
with Wilson, Stirling & Co., London. 
Bennett, Clifford Dobson, with Hodgson, 
Harris & Co., Fleetwood. Beston, Ronald 
Mathieson Hamilton, with T. C. Squance 
& Sons, Sunderland. BinpiInG, Hector 
Arthur, with W. H. Grigg & Perkins, 
Minehead. BINDING, Thomas William, with 
Chalmers, Wade & Co., Yeovil. Bryns, Jack, 
with Cryer & Kitchen, Keighley. Birp, 
John Harvie, with Cooper Brothers & Co., 
London. BisHop, Arthur, formerly with 
Lingard, Wilson & Co., Manchester. 
BLAGBURN, Peter Charles, with James & 
Sanders, Wellingborough. BoTHOMLEY, 
Michael Childs, with Welham & Davis, 
Kimberley. BowpeEN, John Anthony, with 
Brown, Alston & Co., Manchester. BoYALL, 
Laurence Richard, with Spencer, Fellows & 
Co., London. BRADLEY, Maurice Graham, 
with Cotterill, Kirk, Salt & Co., Birming- 
ham. BrAGout, Bruno Kenneth James, with 
Walter J. Smith & Son, London. Bray- 
BROOKE, Peter Edward, with Edward Myers, 
Clark & Co., Watford. Brazm, Donal 
Patrick, with M. K. Brazil, Waterford. 
BRIDGLAND, Sidney Geoffrey, with Ed- 
monds & Co., Eastbourne. Brooks, Brian 
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Norman, with Howell & Hanbidge, 
Sheffield. Brown, John Dewar, with John 
H. Fraser & Crawford, Greenock. Bruce, 
Anthony William, with Hayhow & Co., 
Kings Lynn. BurGess, Trevor Herbert, 
with E. H. B. Butler & Co., Worcester. 
Burton, Michael Charles Pearson, with 
A. P. Burton & Co., Keighley. BuT Ler, 
Charles Alfred Edward, with Harmood 
Banner, Lewis & Mounsey, London. 
CHANDLER, Albert John William, with B. 
de V. Hardcastle, Burton & Co., London. 
CHANDLER, Bernard Henry, with Sharp, 
Parsons & Co., London. CHANT, John 
Reginald, with Cooper Brothers & Co., 
Leicester. CHRISTIAN, John Edmund, with 
Farr, Rose & Gay, London. CLARK, 
Albert Roy, with Hartley, Keen & Co., 
Southend-on-Sea. CLARK, Thomas David, 
with Wylie & Hutton, Edinburgh. Co.tvert, 
Brian Michael, B.com., with Kean & Co., 
Dublin. Cotuins, Lionel Frederick (Cooper, 
Cozens & Co.), Colchester. Cooke, Philip 
John, with Pinner, Ryley & Co., Redditch. 
Coomss, Brian James, with Alfred G. 
Deacon & Co., Manchester. CoTGROve, 
Brian David, with Patterson, Greenwood & 
Co., London. Cropper, Leslie, with Hodg- 
son, Harris & Co., Hull. Curry, Roger, 
with Stewart, Steyn & Co., Johannesburg. 
Darn, Charles Leslie (C. L. Dain & Co.), 
Lichfield. Davies, Gareth, with Jacob, 
Cavenagh & Skeet, Birmingham. Davies, 
Paul Michael, with Bromley, Baines & Co., 
Wolverhampton. Dawson, Norman Law, 
rence, Borough Treasurer’s Department- 
Smethwick. Dee, David Thomas, with 
Grundy, Middleton & Co., Manchester. 
Detmonte, Harry, with Baker, Todman & 
Co., London. Dretricn, Michael Peter, 
with Goldby, Panchaud & Webber, Johan- 
nesburg. D1 PAaLmMo, Cosimo, with Hill, 
Vellacott & Co., London. Drx, Clifford 
Edward, with Edward Moore & Sons, 
London. Drxon, Leslie Albert, with A. E. 
Sherrey, Garland & Co., Birmingham. 
Dreyer, Johannes Hubert, with Dreyer & 
Dreyer, Johannesburg. DuNcAN, Alistair 
Lefevre, City Chamberlain’s Department, 
Glasgow. DUNKERLEY, Ronald, Ministry of 
Housing and Local Government, Win- 
chester. DuNN, Raymond, with Blane, 
Gaulter & Blane, Blackpool. East, Charles 
Kenneth Carter, with Kilemade & Co., 
Longford. Epwarps, Robert Leslie, with 
John Tait & Co., St. Helens. Ettiotr, John 
David, with Friend-James, Sinclair & 
Yarnell, Brighton. ENGEL, Ian, with Hart & 
Co., London. Everitt, Douglas Peter, with 
Forrester, Boyd & Co., Grimsby. Everitt, 
Ronald John, with J. W. Davidson, Cook- 
son & Co., Liverpool. Farkas, Fritz 
Erwin, with Alexander, Maclennan, Trun- 
dell & Co., Nairobi. FARMER, Alec, 
Ministry of Housing and Local Govern- 
ment, Darlington. Fenton, Michael, with 
Peat, Marwick, Mitchell & Co., Leeds, 
Frecp, John Edward, with H. G. Field & Co., 
Chertsey. Fisher, Ralph Austen, formerly 
with A. J. Palmer & Co., Fareham. FisHer, 
William Austin, with Forster & Stott, York. 
Fotus, Peter Robert, with Edward Em. 
Sander & Co., London. Fou.kes, Donald 
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with Fredk. & C. S. Holliday, Leeds. 
FRIEND, Robert George, with West, Wake, 
Price & Co., London. GARNER, Aubrey 
Edward, with Keens, Shay, Keens & Co., 
Bletchley. GARNETT, Ronald, with W. G. 
Hawson, Wing & Co., Sheffield. Geppis, 
Vera Winifred, with Beal, Young & Booth, 
Eastleigh. GENTRY, Roy Frederick (Legge, 
Terry & Swindells), Seaford. GILLIGAN, 
Derek John, with Blackham & Hills, 
Birmingham. GODDARD, Raymond Haynes, 
with Blakemore, Elgar & Co., London. 
GOLDING, Raglan Solomon, B.sc., with 
E. G. Bourne & Son, London. GorDon, 
Derek George (C. Stanley Dawson & 
Gordon), Bournemouth. GouLp, Harry 
Francis, B.A.(COM.), with Hudson, Smith, 
Briggs & Co., Bristol. GREEN, Alan Ronald, 
with A. R. Horne & Partners, Derby. 
HAMMOND, John Bateman, with Leslie 
Smith & Co., Kettering. Harris, George 
Roy, with Henry Smith, Hamer & Co., 
Manchester. Harris, John Ambler, with 
Duart-Smith, Baker & Price, Gloucester. 
HarRIsON, Ronald, with E. Newsum & Son, 
Doncaster. HARTLEY, Peter Kendrick, with 
J. Sochall & Co., Leeds. HAWLEY, Edwin 
Arthur, with Hutchison, Whiteley & Co., 
Port Elizabeth. Hayes, George Edward 
(Harry Ryden & Co.), Blackburn. HEBER- 
Percy, Philip Reginald, with Douglas, 
Low & Co., Johannesburg. HEDDERMAN, 
Robert Patrick, with J. & A.. W. Sully 
& Co., Yeovil. Heim, Leslie, with Peat, 
Marwick, Mitchell & Co., Middlesbrough. 
Herer, Hercules Viljoen, with Alex. 
Aiken & Carter, Johannesburg. HODGKIN- 
SON, John, with Mason & Son, London. 
Ho.iaMsy, Gerald Maurice, with Binder, 
Hamlyn & Co., London. HOLLAND, Philip 
Ernest, with Griffith & Griffith, Birming- 
ham. Howarp, Raymond Arthur, with 
Hackett & Oliver, Birmingham. Howarp, 
Samuel, with E. O. Mosley & Co., Bury. 
Hupson, Brian, with Thomas Bourne & 
Co., Burton-on-Trent. JEFFRIES, Kenneth 
Alan Gilder, with Gerald Edelman & Co., 
London. JENkINs, Gordon Howard Rhys, 
B.SC.(ECON.), formerly with James H. 
Simmonds, Middlesbrough. JoHNsON, Peter 
David, with Eric Phillips & Co., London. 
Jones, Alfred Clive, with H. H. Kilvington 
& Co., West Hartlepool. Jones, David 
Teuan, with Cadwallader & Co., Welshpool. 
JonEs, Kenneth Roylance, with Harper, 
Kent & Wheeler, Shrewsbury. Josep, Leon, 
with Simon L. Lewis & Co., London. 
JoLurFFe, William Orlando, Borough Trea- 
surer’s Department, Doncaster. KENT, 
Frederick Kenneth, with Waterhouse & 
Francis, Bexhill-on-Sea. KinGc, Ernest 
William, with Kemp, Chatteris & Co., 
London. Kirk, Anthony Cullingworth, 
with John Mathie & Co., London. LAxTon, 
George Percival, with Deloitte, Plender, 
Griffiths & Co., London. Lea, Conrad 
Richard Hilsden, with Ridley, Heslop & 
Sainer, London. Ler, Dick, with Cryer & 
Kitchen, Keighley. LeEHBERG, Robert 


Leonard, with Lovegrove, Prager & Co., 
London. Lemon, Harvey, with Rhodes & 
Rhodes, London. Levy, Sydney, with Percy 
Phillips & Co., London. Lewis, John Brian, 
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with H. Tudor Hughes & Knight, Colwyn 
Bay. Lister, Joseph Kenneth, with Whea- 
will & Sudworth, Leeds. Locke, Keith 
Harry, with Kilby & Fox, Northampton. 
Lomas, Donald, with Hindley, Hamer & 
Co., Manchester. MITCHELL, Malcolm, with 
Charles Hewitt & Co., Johannesburg. 
Moore, Leonard Albert, with Chalmers, 
Wade & Co., London. Morris, Gerald 
Furnival, Ministry of Housing and Local 
Government, Wolverhampton. MUuNSsIE, 
Michael Charles, with Peat, Marwick, 
Mitchell & Co., Johannesburg. MuRGA- 
TROYD, Antonie, with W. Claridge & Co., 
Bradford. MurpHy, Thomas Desmond, 
B.A., with Daniel Mahony, Taylor & Co., 
London. Murpnuy, Timothy Michael, with 
M. C. Doyle & Co., Dublin. Natsmitn, 
Keith, B.sc., with Towers & Naismith, 
Manchester. NewsuM, Thomas George 
Harvey, with K. H. Newsum-Smith, 
Nottingham. NorMAN, Dennis Aubrey, 
with W. E. Reynolds & Co., Newton 
Abbot. O’KANg, Michael John, with 
Edward C. Comerton, Belfast. Owen, John 
Francis, with R. Statham & Co., Newcastle, 
Staffs. PARKIN, Melville, formerly County 
Treasurer’s Department, Derby. Pascoe, 
Cyril Pierre, with W. G. & D. G. Evans, 
Cardiff. Pepper, Thomas Wilson, with 
Kneeshaw, Moffatt & Co., Burnley. 
PerETz, Leonard Judah, formerly with 
Lionel Davidson & Co., London. PHILLIPs, 
David Wells, with Herbert Pepper & Rud- 
land, Birmingham. Picton, Ernest William 
John, with F. Rowland & Co., London. 
Pote, Kenneth Charles, with Hands & 
Shore, Cape Town. QUALLINGTON, William 
Henry, with Harmon Smith & Co., Hun- 
gerford. RADFORD, Michael Gordon Victor, 
with Radford, McColl & Co., Southampton. 
Rapley, Lawrence Noel, with Edward 
Myer, Clark & Co., London. REDMAN, 
Derick, with Whiteley Brothers, Johannes- 
burg. Reep, Anthony Emmerson, with J. & 
A. W. Sully & Co., Yeovil. Rem, David, 
with Martin Shaw, Leslie & Shaw, Belfast. 
REYNOLDS, Neil George, with Price Water- 
house & Co., London. Ricn, Cyril Percival, 
with Singleton, Fabian & Co., London. 
Roserts, Charles Anthony, with Deloitte, 
Plender, Griffiths & Co., London. Roserts, 
John Leslie, with Carter & Co., Birmingham. 
Roserts, Thomas Arthur, with Harmood 
Banner, Lewis & Mounsey, Chester. 
Rosson, Brian, with Cooper Brothers & Co., 
Leicester. Rosson, Geoffrey Gordon, with 
G. M. Blakeston & Co., Driffield. Rose, 
Barry, with Landau, Morley & Scott, 
London. Rose, Cyril, with Singleton, 
Carter & Co., Nottingham. SaGe, Brian 
William, with C. J. Ryland & Co., Bristol. 
SCLAVERANO, Peter Victor, with J. Dix 
Lewis, Caesar, Duncan & Co., London. 
Scott, John Peter, with Coxon, Bannister 
& Gothard, Burton-on-Trent. SEN, Satya- 
brata, formerly with Campbell & Bowden, 
Manchester. SHAIL, Sidney, Borough 
Treasurer’s Department, Middlesbrough. 
SHANNON, Frank, with Robt. A. Plant & 
Co., Nuneaton. SHARP, Horace, with Louis 
Korklin & Co., Hull. SHARP, Peter, with 


Goodland, Bull & Co., Taunton. SHaw, 
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Bernard Barney, London. SHEARD, Freder- 
ick John, with Fred Sheard & Sons, 
Huddersfield. SHEPHERD, Robert, City 
Treasurer’s Department, York. SHirREs, 
John Ronald, with John Gordon, Walton & 
Co., Leeds. SKINNER, John, with J. Nichol- 
son & Co., Lincoln. SmitH, John George, 
with Hodgson, Harris & Co., Spalding. 
SmitH, William Winfield, with Goldie, 
Campbell & Robins, Hull. SNape, Roy, 
with Keens, Shay, Keens & Co., Bedford. 
SouTtH, Phillip Guthrie, with John M. Win- 
ter & Sons, London. SPALDING, Stanley Roy, 
formerly with Hogg, Bullimore & Co., 
London. Squires, Keith Brian, with Harold 
T. Hooley & Co., Nottingham. STARKE, 
Mary Therese, with Gibson, Hyslop & 
Winearls, Cape Town. STEELE, Geoffrey 
Frederick, with Clifford Towers, Temple & 
Co., London. Sterr, John Charles, with 
Farr, Rose & Gay, London. STEPHENSON, 
Desmond Frederick, with Allen, Baldry, 
Holman & Best, London. STEUERMAN, 
Walter, with Dearden Géilliatt & Co., 
Manchester. StiTson, John David, with A. 
J. Northcott, Lyddon & Co., Plymouth. 
Stow, William Keith, with H. V. Bamford 
& Co., Bradford. Swirt, Alan, with Joshua 
Wortley & Sons, Sheffield. Sykes, Raymond, 
with Peat, Marwick, Mitchell & Co., 
Sheffield. TayLor, James Francis, County 
Treasurer’s Department, Preston. THOmP- 
son, Arthur, with Slater, Dominy & Swann, 
Cambridge. TURNER, John Robert, with 
Slater, Chapman & Cooke, London. 
Uprotp, Charles Arthur, with Edward 
Moore & Sons, London. WAKELIN, Harold 
James (C. L. Dain & Co.), Lichfield. 
WALKER, Maurice Raymond, with Leslie 
Smith & Co., Kettering. WALL, Clifford 
James, with Mannington & Hubbard, 
Hastings. WALSH, James Walter, formerly 
with F. R. O’Connor, Dublin. WARDELL, 
Hector Smith, with Deloitte, Plender, 
Griffiths & Co., London. WaATKINSON, 
Howard Edmund, with Wells, Richardson 
& Co., Sheffield. Watts, Christopher John, 
with Brebner, Allen & Trapp, London. 
Wess, Edward John, with Peat, Marwick, 
Mitchell & Co., Swansea. WELLS, Frank 
Kenneth, with Douglas, Low & Co., 
Johannesburg. WHITTINGHAM, John, with 
Reginald Statham & Co., Stoke-on-Trent. 
Woop, Dennis, with Peat, Marwick, 
Mitchell & Co., Sheffield. Woop, John 
Anthony, with D. W. H. Phipp & Co., Long 
Eaton. WorRALL, Malcolm, formerly with 
R. C. Parry, Bolton. WorsLey, John 
Franklyn, with J. H. Worsley, Burnley. 
YATES, Kenneth Douglas, with Martin 
Shaw, Leslie & Shaw, Belfast. 


Events of the Month 


October 1.—Bradford: “‘Company Forma- 
tions and Bonus Issues,’”’ by Mr. G. C. 
Barber, LL.B. Victoria Hotel, at 6.30 p.m. 
Coventry: “An Approach for Students to 
the Consolidated Balance Sheet,’’ by 
Mr. F. H. Hyam, A.s.A.A. Rose and Crown 
Hotel, High Street, at 6.15 p.m. 
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Hull: Luncheon meeting. New Manchester 
Hotel, at 1 p.m. 

London: “Investigations,” by Mr. A. C. 
Simmonds, F.s.A.A. Students’ meeting. In- 
corporated Accountants’ Hall, W.C.2., at 
6 p.m. 


October 2.—Stockton: “‘General Commer- 
cial Knowledge,”’ by Mr. P. E. Harris, 
A.S.A.A. Sparkes Cafe, High Street, at 
6.30 p.m. 


October 3. — London: Taxation Group 
meeting. Incorporated Accountants’ Hall, 
W.C.2., at 6 p.m. 

Newcastle upon Tyne: “Statutory Con- 
siderations of Auditing,’ by Mr. P. E. 
Harris, A.s.A.A. Library, 52 Grainger Street, 
at 6.15 p.m. 

Norwich: Inaugural Luncheon. Royal Hotel, 
at 12.45 p.m. 


October 4.—London: “The Principles of 
Double Entry Bookkeeping,” by Mr. J. K. 
Keyworth, A.s.A.A. For new students. 
Incorporated Accountants’ Hall, W.C.2., at 
6 p.m. 


October 5.—Birmingham: “Valuation of 
Shares,’ by Mr. K. S. Carmichael, A.c.a. 
Law Library, Temple Street, at 6.15 p.m. 
Glasgow: “Banking and Money,”’ by Mr. 
Eric Furness, B.sc., M.Sc. Students’ meeting. 
Scottish College of Commerce, Pitt Street, 
at 6.15 p.m. 

Leicester: “Investigations,”” by Mr. A. R. 
English, A.c.A. Joint students’ meeting. 
Bell Hotel, at 6 p.m. 

Manchester: Dinner. Midland Hotel, at 
6.15 p.m. 


October 6.—Leeds: “The Estate Duty 
Account,”” by Mr. C. S. Paylor, A.s.A.A., 
A.C.A. 2 Basinghall Square, at 10.30 a.m. 
Liverpool: Lecture for Intermediate stu- 
dents, by Mr. R. G. Highcock, A.s.A.A. 
College of Commerce, Tithebarn Street, at 
9.30 a.m. 


October 8.—Carlisle: “‘Basic Principles of 
Punched Card Accounting,’ by Powers- 
Samas Accounting Machines Ltd. County 
Hotel, at 6.30 p.m. 

Coventry: Debate with Coventry Chartered 
students. 

London: “Some Special Aspects of Ac- 
counting,’”’ by Mr. C. E. Sutton, A.s.A.A. 
Students’ meeting. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 


October 10.—London: Management Group 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


October 11.—Birmingham: Luncheon meet- 
ing. Imperial Hotel, Temple Street, at 
1 p.m. 

Dublin: “Loss of Profits Insurance,’’ by 
Mr. J. G. Veale, F.c.1.1. Students’ meeting. 
Presbyterian Association, 16 St. Stephen’s 
Green, at 6.30 p.m. 

Waterford: Lecture on a taxation subject by 
Mr. G. M. Wheeler, F.c.a. Students’ meet- 
ing. Offices of Messrs. W. A. Deevy & Co., 
Broad Street, at 8 p.m. 


October 12.—Birmingham: “The Consti- 


tution and Formation of Partnerships,”” by 


Mr. E. C. Turner, T.D., M.COM., F.C.A. Law 
Library, Temple Street, at 6.15 p.m. 
Manchester: “Elements of English Law,”’ by 
Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Account- 
ants’ Hall, 90 Deansgate, at 6 p.m. 
Norwich: “Profits Tax,” by Mr. J. W. 
Walkden, F.c.A., F.S.A.A. Royal Hotel, at 
7 p.m. 


October 13.—Leeds: “Management Ac- 
counting and Standard Costs,”’ by Mr. E. F. 
Potter, A.C.W.A., A.C.LS. 2 Basinghall 
Square, at 10.30 a.m. 

Liverpool: Lecture for Intermediate stu- 
dents, by Mr. R. G. Highcock, A.s.A.A. 
College of Commerce, Tithebarn Street, at 
9.30 a.m. 


October 15.—Coventry: “‘Legal and Equit- 
able Apportionments,”’ by Mr. P. E. Harris, 
A.S.A.A. Rose and Crown Hotel, High 
Street, at 6.15 p.m. 

Coventry: Discussion Group for members 
engaged in industry and commerce. Hare 
and Squirrel Hotel, Old Cheylesmore, at 
6.15 p.m. 

London: “Income Tax—Partnerships,’’ by 
Mr. H. A. R. J. Wilson, F.C.A., F.S.A.A. 
Students’ meeting. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 


October 16.—Bradford: ‘“‘Economics,”’ by 
Mr. J. Hall, M.sc.(ECoN.) Victoria Hotel, at 
6.30 p.m. 

London: Luncheon Club meeting. Con- 
naught Rooms, at 12.45 for 1 p.m. 
Stockton: ““Group Accounts,”’ by Mr. K. S. 
Carmichael, a.c.A. Spark’s Café, High 
Street, at 6.30 p.m. 

Stoke-on-Trent: ‘Consolidated Accounts,” 
by Mr. P. E. Harris, A.s.A.A. Town Hall, 
Hanley, at 6.30 p.m. 


October 17.— Newcastle upon Tyne: “Group 
Accounts,” by Mr. K. S. Carmichael, A.c.A. 
Library, 52 Grainger Street, at 6.15 p.m. 


October 18.—London: “Partnerships and 
Companies, Compared and Contrasted,”’ 
by Mr. C. H. Beaumont, Barrister-at-Law. 
For new students. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 


October 19.—Birmingham: “Speech and the 
Development of Personality,”” by Mr. W. 
Munton, F.L.c.M. Law Library, Temple 
Street, at 6.15 p.m. 

Bradford: Dinner-dance. Midland Hotel. 
Cambridge: “‘The Trustee and the Debtor’s 
Property,”” by Mr. R. D. Penfold, LL.B. 
Shire Hall, at 7 p.m. 

Hull: “Income Tax—Personal Allowances,” 
by Mr. J. Reynolds, A.c.A., A.S.A.A. Students’ 
meeting. Church Institute, Albion Street, at 
6.15 p.m. 

Leicester: ‘“‘Law relating to Executors and 
Trustees,” by Mr. C. H. Beaumont, 
Barrister-at-Law. Joint students’ meeting. 
Bell Hotel, at 6 p.m. 

Manchester: ““Elements of English Law,”’ by 
Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Account- 
ants’ Hall, 90 Deansgate, at 6 p.m. 


October 20.—Leeds: “Schedule D Com- 
putations and Losses,”’ by Mr. S. Snowball, 
F.S.A.A. 2 Basinghall Square, at 10.30 a.m. 
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Liverpool: Lecture for Intermediate students 
by Mr. R. G. Highcock, A.s.A.a. College of 
Commerce, Tithebarn Street, at 9.30 a.m. 


October 22.—London: ‘*Tax Planning,’’ by 
Mr. H. A. R. J. Wilson, F.C.A., F.S.A.A. 
Students’ meeting. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 


October 22-28.—Dublin: Students’ re- 
fresher course, under the supervision of Mr. 
V. S. Hockley, B.coM., C.A. Presbyterian 
Association, 16 St. Stephen’s Green. 


October 23.—Bradford: “Executorship and 
Apportionments,” by Mr. R. Glynne 
Williams, F.c.A. Victoria Hotel, at 6.30 
p.m. 


October 24.—Nottingham: “The Finance 
Act, 1956,” by Mr. P. H. Race, Solicitor. 
Reform Club, at 6.30 p.m. 

Wolverhampton: Visit to Yale & Towne 
Manufacturing Company’s factory, 2.30 
p.m. 


October 26.—Birmingham: “Group Ac- 
counts,”’ by Mr. P. E. Harris, A.s.A.A. Law 
Library, Temple Street, at 6.15 p.m. 
Liverpool: Dinner. Adelphi Hotel, at 7 p.m. 
Manchester: “Elements of English Law,” by 
Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Account- 
ants’ Hall, 90 Deansgate, at 6 p.m. 
Newcastle upon Tyne: Dinner. Royal 
Station Hotel, at 7 p.m. 

Southend-on-Sea: “Practical Points on 
Taxation Computations,” by Mr. L. A. 
Hall, A.c.A., A.S.A.A. Students’ meeting. 
Chamber of Trade Rooms, 33 Victoria 
Avenue, at 7.30 p.m. 

Waterford: “Computations in Loss of 
Profits Claim,” by Mr. P. McSweeney. 
Students’ meeting. Offices of Messrs. W. A. 
Deevy & Co., Broad Street, at 8 p.m. 
Wolverhampton: “‘Auditors’ Duties regard- 
ing Stock in Trade,”’ by Mr. A. C. Sim- 
monds, F.S.A.A. Star and Garter Hotel, at 
6.15 p.m. 


October 27.—Leeds: “‘Verification of Assets 
with particular reference to Stock and 
Work-in-Progress,”” by Mr. J. A. Shires, 
A.S.A.A. 2 Basinghall Square, at 10.30 a.m. 
Liverpool: Lecture for Intermediate stu- 
dents by Mr. R. G. Highcock, A.s.A.A. 
College of Commerce, Tithebarn Street, at 
9.30 a.m. 


October 29.—Coventry: “Examination 
Technique,” by Mr. R. Glynne Williams, 
F.C.A., F.T.LI. Rose and Crown Hotel, 
High Street, at 6.15 p.m. 

London: “Double Taxation Relief,” by Mr. 
J. S. Heaton, F.s.A.A. Incorporated Ac- 
countants’ Hall, W.C.2, at 6 p.m. 


October 31.—Wolverhampton: ‘“‘Manage- 
ment Accounting, Office Organisation and 
Control, etc.,” by Mr. John O. Sewell, c.A. 
(Canada). Yale & Towne Manufacturing 
Co., at 6.15 p.m. 


November 1.—Huil: “Principles of Insur- 
ance,” arranged by Liverpool, London & 
Globe Insurance Co. Ltd. Students’ meet- 
ing. Church Institute, Albion Street, at 
6.15 p.m. 

Liverpool: Lectures for Final students, by 
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Mr. V. R. Anderson. ‘“‘“Group Accounts,”’ at 
10.30 a.m. “Branch Accounts,” at 2.30 
p.m. Incorporated Accountants’ Hall. 
London: “Audit Procedure,” by Mr. 
J. P. S. Edge-Partington, A.c.A., A.S.A.A. For 
new students. Incorporated Accountants’ 
Hall, W.C.2, at 6 p.m. 


November 2.—Birmingham: ‘“‘Wills and 
Intestacy,” by Mr. G. T. Smith, A.c.1s. 
Law Library, Temple Street, at 6.15 p.m. 
Glasgow: “Preparing for the Examinations,” 
by Mr. Alistair Macdonald, M.B.E., A.S.A.A. 
Students’ meeting. Scottish College of 
Commerce, Pitt Street, at 6.15 p.m. 
Manchester: “Elements of English Law,” by 
Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Account- 
ants’ Hall, 90 Deansgate, at 6 p.m. 


November 2-4.—Leeds: Students’ non- 
residential pre-examination revision course. 


November 5.—Hull: Luncheon meeting. 
New Manchester Hotel, at 1 p.m. 

London: “Exchange Control and Oversea 
Trade,” by Mr. F. D. Forgan, M.com., 
A.B. Students’ meeting. Incorporated 
Accountants’ Hall, W.C.2, at 6 p.m. 


November 6. — Newcastle upon Tyne: 
“Profits Tax,’ by Mr. J. E. Spoors, F.S.A.A. 
Library, 52 Grainger Street, at 6.15 p.m. 
Preston: Dinner. 

Stoke-on-Trent: “‘Utilisation of Losses,’’ by 
Mr. J. L. Thorpe, M.A., Inspector of Taxes. 
Town Hall, Hanley, at 6.30 p.m. 


Personal Notes 


Mr. M. K._ Banerjee, Incorporated 
Accountant, is in practice at Mercantile 
Buildings, Lallbazar Street, Calcutta, 1, 
under the firm name of M. K. Banerjee & 
Co. 


Mr. Herbert Ross, A.s.A.A., has taken up 
an appointment as accountant to Heyes & 
Co. Ltd., Wigan. 


Mr. N. E. Brown, A.s.A.A., has been 
appointed Secretary-Treasurer and Comp- 
troller to the Burrard Dry Dock Co. Ltd., 
North Vancouver, B.C., Canada. 


Messrs. Hillier, Hopkins & Co., Incor- 
porated Accountants, Hertford, announce 
that they have taken into partnership Mr. 
Kenneth T. Wright, A.s.A.A., who has been 
manager at the Hertford office for the past 
five years. The style of the firm remains 
unchanged. 


Mr. D. Heelis, A.s.A.A., has been ap- 
pointed accountant to the Federation of 
Civil Engineering Contractors, London, 
S.W.1. 


Mr. R. W. L. Lowe, Incorporated 


Accountant, is now in practice under his 
own name at Plas, Machynlleth, and at 
Brynawel, Pennal. 


Mr. Leslie R. Howard, A.s.A.A., has been 
appointed accountant to the National Sun- 
day School Union. 


Messrs. Henry Smith, Hamer & Co., 
Incorporated Accountants, Manchester and 
Bolton, announce that Mr. Philip G. Live- 
sey, A.S.A.A., who has been managing clerk 
for some years, has been admitted into 
partnership. They announce also that they 
have acquired the practice previously 
carried on at Hyde by the late Mr. T. W. 
Greenwood, A.S.A.A., under the name of 
William Chadwick & Sons. The Hyde office 
will be continued under the style of Henry 
Smith, Hamer & Co., Incorporated Ac- 
countants, incorporating William Chadwick 
& Sons. 


Messrs. F. L. Gardiner & Co. and Messrs. 
Levitt, Gardiner & Co., Scarborough, 
announce that following the regretted death 
of their senior partner, Mr. F. L. Gardiner, 
F.S.A.A., the practices are being continued 
under the same firm names. They have 
taken into partnership Mr. S. R. Jones, 
A.C.A, 


Messrs. Watson, Waddington & Sharp, 
Incorporated Accountants, Doncaster, 
Scunthorpe and Epworth, announce that 
Mr. George M. Barr, A.s.A.A., who has been 
associated with the firm for a number of 
years, has been admitted into partnership. 
The name of the firm is unchanged. 


Mr. N. E. Brown, A.s.A.A., has been 
appointed Secretary-Treasurer and Comp- 
troller to the Burrard Dry Dock Co. Ltd., 
North Vancouver, Canada. 


Mr. Henry G. Field, A.s.a.a., Chertsey, 
Surrey, has taken into partnership his 
brother, Mr. John E. Field, A.s.a.a. The 
practice is being carried on under the style 
of H. G. Field & Co., Incorporated 
Accountants. 


Mr. R. M. Walters, F.s.A.A., Manor Park, 
London, E.12, announces that he has been 
joined in partnership by Mr. A. F. Armour, 
A.S.A.A., Who has been associated with him 
for eight years. The practice is being con- 
tinued under the style of R. M. Walters, 
Armour & Co., Incorporated Accountants. 


Following the regretted death of Mr. 
Cyril Philip, F.s.A.A., Wrexham, his practice 
has been acquired by Messrs. Yaxlee, 
Davies & Co., Incorporated Accountants, 
Shrewsbury and elsewhere. They are con- 
tinuing for the present at 13 Egerton Street, 
Wrexham. 


Mr. W. Holland, A.s.a.A., has taken up 
the position of accountant to Kaduna 
Textiles Ltd., Kaduna, Nigeria. 


Mr. David Stark, A.s.A.A., has been 
appointed secretary and accountant to 
J. L. Russells Stores Ltd. and accountant to 
Kendies Foods Ltd., Plymouth. 


Mr. Ian H. Ainsworth, A.s.A.A., is now 
accountant to Greengate and Irwell Rubber 
Co. Ltd., Salford, Manchester. 


ACCOUNTANCY OCTOBER 1956 


Mr. Liam P. Healy, A.s.A.A., has been 
appointed accountant and cost accountant 
to Tipping Gears Ltd., Portumna, Co. 
Galway. 


Removal 


Messrs. Neaves, Bell & Co., Incorporated 
Accountants, announce that their address is 
now 55/57 Barton Arcade, Manchester, 3. 


APPOINTMENTS VACANT 


(See also page xxviii.) 


NIGERIAN PORTS AUTHORITY, a recently 
created Public Corporation, which offers attrac- 
tive prospects, has vacancies for: 


(1) SENIOR ACCOUNTANTS. Candidates should 
be under 45 years of age and preferably in pos- 
session of a recognised professional qualification. 
They must have at least five years’ commercial 
experience in a responsible post, preferably a 
large scale Transport undertaking or a Port or 
Harbour authority. Successful applicants will be 
required to take complete control of the 
Accounts Department of one of the Authority’s 
major installations, including the pay of a large 
labour force. They may also be required to carry 
out investigations into the various activities of 
the Authority, under the direction of the Chief 
Accountant. 


(2) ACCOUNTANTS. Candidates should be under 
45 years of age and a recognised professional quali- 
fication would be an advantage. They must have 
had at least five years’ commercial experience in 
a responsible post, preferably a large scale Trans- 
port undertaking or a Port or Harbour authority. 
They will be required to work under the control 
of a Senior Accountant at one of the Authority’s 
installations, or may be required to take charge 
of a smaller station as directed by the Chief 
Accountant. 
Salary will be within the following ranges: 
(1) Basic pay £1,450—£1,700 plus Overseas Pay 
£300 per annum (where appropriate). 
(2) Basic pay £960—£1,300 plus Overseas Pay 
£240—£300 per annum (where appropriate). 
Point of entry will be dependent on qualifications 
and experience, thereafter merit advances may be 
granted, based on efficient service. 

Successful candidates may also be eligible for 
Qualification Pay amounting to £75 p.a. (non 
pensionable). Appointment will be for one tour 
in the first instance. Thereafter, subject to satis- 
factory service, employment will be on a per- 
manent basis, and Officers will be eligible for 
membership of the Superannuation Fund. This is 
a non-contributory fund and members are en- 
titled to a pension of approximately one-fifth of 
their final salary for each ten years of service. 
Service of less than ten years entitles an Officer to 
a gratuity of approximately 25% of the total of 
his basic and overseas pay during his period of 
service. It may be possible to retain existing pen- 
sion rights with a proportionate adjustment in 
pension or _ gratuity entitlement from _ the 
Authority. 

The maximum tour is 18 months but normally 
9-12 months. Leave is earned on the basis of 7 
days for every completed calendar month of ser- 
vice. For a short tour, maximum leave granted 
is nine weeks with two weeks’ travelling time. Any 
leave earned beyond this period is compensated 
for by a monetary payment. Free first class pas- 
sages for Officer and Wife. Additional passages 
are also provided for Officers with families up to 
the value of a further two adult return fares. 
While children are maintained outside Nigeria, an 
allowance of £75 per annum is payable for up to 
two children under 18 years of age. 

Quarters furnished to a comfortable standard 
including limited cutlery, crockery and kitchen 
utensils are provided at a rental of 84% of basic 
pay (maximum £150 p.a.). 

Outfit allowance £60 and free medical 
dental services. Loans for car purchase and 
allowance towards maintenance, plus mileage 
payments for official travel in approved cases. 

rite to the CROWN AGENTS, 4 Millbank, Lon- 
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ABINGTON STREET 


NORTHAMPTON 
INCOME TAX PAID Telephone: 2136 (5 lines) 
Equal to £6.1.9. per London Office: 


105/7 KINGSWAY, LONDON, WC2 


cent where Income : 
Telephone: CHAncery 8392 (3 lines) 


Tax is paid at full rate. 


Established 1848 Assets exceed £27,000,000 


a ay 


City of Nottingham 


Investment in 
Corporation Loans 


The City of Nottingham is prepared to 
receive loans of £100 or upwards. 

Interest at £5 10s. Od. per cent per 
annum for periods of two, three, five or 
seven years. The rate of interest is not subject 
to variation during the selected period. Loans 
will be repaid in full at the end of the period, 
unless then renewed on mutually agreed terms, 
These mortgages are trustee securities and 
are free of cost to investors. 


Procuration commission is allowed to 
stockbrokers, solicitors and accountants. 
Application forms and other particulars 
may be obtained from— 
THE CITY TREASURER 
EXCHANGE BUILDINGS 
NOTTINGHAM 
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Strange that an assembly of 2,400 parts 
(which is what an Imperial ‘66’ is) 

should possess such human characteristics 
as friendliness and good behaviour, 
quickness and loyalty. But an Imperial ‘66’ 


does make you think in those terms. 


Lucky typist. Lucky employer. 


Quick work-well done 
Imper lal 


typewriters 


IMPERIAL TYPEWRITER CO, LTD, LEICESTER AND HULL 
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Classified Advertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 
Replies to Box Number advertisements should be addressed Box No... ., c/o ACCOUNTANCY, Incorporated Account- 
ants’ Hall, Temple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom lefi-hand corner of the envelope. 


APPOINTMENTS VACANT 


(See also page 428.) 


THE SOCIETY'S APPOINTMENTS REGISTER 


Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
mew appointments are invited to make use of the 
facilities provided by the Society's Appointments 
Register. No fees are payable. All enquiries should be 
addressed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


AUSTRALIA—UNIVERSITY OF MELBOURNE 


Applications are invited for the position of LEC- 
TURER OR SENIOR LECTURER IN ACCOUNT- 
ANCY. Applicants should possess a University 
degree, and be members of, or qualified to become 
members of, a professional association of account- 
ants, have had experience of the practice of account- 
ing, either in public accountancy or in industry, and 
be interested in accountancy teaching and research. 

The salary will be from £A1,300 to £A1,800 per 
annum for a Lecturer or £A1,850 to £A2,150 for a 
Senior Lecturer, depending on qualifications and 
experience. Superannuation is similar to F.S.S.U 

Further particulars and information as to the 
method of application may be obtained from the 
Secretary, ASSOCIATION OF UNIVERSITIES OF THE 
British COMMONWEALTH, 36 Gordon Square, 
London, W.C.1. 

The closing date for the receipt of applications, in 
Australia and London, is November 15, 1956. 


FEDERATION OF RHODESIA & NYASALAND 
Audit Department: Ministry of Finance 
Vacancies exist for Men and Women Audit Exam- 
iners. Applicants, 21-30, must be Chartered/Incorpor- 
ated/Certified Accountants, graduates with courses in 
Commerce and/or Accountancy, A.C.C.S. or C.LS. 

Finalists. 
Starting salary: 
Men. £580-£1,050 depending on qualifications and 
experience on scale rising to £1,100. 
Women. £550-£840 depending on 
and experience on scale rising to £8 
There are sufficient senior posts (up to £3. 350 p.a.) 
filled by internal promotion, to ensure ‘adequate 
career prospects for successful applicants. 
Application forms and further details from the 
Public Service Attaché, RHopesia House, 429 Strand, 
London, W.C.2. 


—- 


FEDERATION OF RHODESIA & NYASALAND 
Audit Department: Ministry of Finance 
Vacancies exist for men and women Audit Examiners. 
Applicants, 20-26 single, must have a School Certifi- 
cate or G.C.E. with English, Maths and two other 
subjects at “O” level. Preference will be given to 
candidates with experience of audit duties, account- 

ancy, or similar work. 
Starting salary 

Men. £390-£740, depending on pee! and 

experience on scale rising to £i,1 

Women. £390-£640, on scale rising to £880 p.a. 

There are sufficient senior posts (up to £3,250 p.a.) 
filled by internal promotion to ensure adequate career 
prospects for successful applicants. 

Application forms and further details from the 
Public Service Attaché, RHopesiA House, 429 Strand, 
London, W.C.2. 


FEDERATION OF RHODESIA & NYASALAND 
Vacancies for Tax Officers: Department of Taxes 
Applications are invited from British subjects, under 
32, who are Chartered/Incorporated/Certified Ac- 
countants, graduates with Accountancy as major 
subject, A.C.C.S., or C.LS. finalists, for permanent, 
pensionable, appointments, at starting salaries be- 
tween £640-£1,050 depending on qualifications and 
experience, on scale rising to £1,500 p.a. Career 
prospects are excellent, all senior appointments with 
salaries up to £2,850 p.a. being filled by internal 
promotion. There are Tax Officers at present in 
Salisbury, Bulawayo, Umtali and Gwelo in Southern 
Rhodesia, at Ndola in Northern Rhodesia and at 

Blantyre in Nyasaland. 

Application forms and further details from the 
Public Service Attaché, RHopesta House, 429 Strand, 
London, W.C.2. 


FEDERATION OF RHODESIA & NYASALAND 
Vacancies for Tax Clerks: Department of Taxes 
Applications are invited from Men and Women who 

must: 

(a) be SINGLE, 20-26; 

(6) HOLD minimum School Certificate or G.C.E. 
with Maths., English and two other subjects at 
“O” level; 

(c) preferably with experience in figure work in 
Government, Local Government, Banks, or 
Accountants’ Offices; 

for appointment as TAX CLERKS at starting 
salaries, dependent on qualifications and experience 
of between £390—£740 (men) and £390—£640 (women) 
on scales rising to £920 (men) and £760 (women). 

PROMOTION: (a) to Tax Officer (£640-£1,100 men) 
(£590-£880 women) after | year on salary of £500 or 
more (men) and £480 or more (women) subject to 
passing Departmental NON-COMPETITIVE quali- 
fying examination. 

(b) To Assessor Grade II (£1,200-£1,500 men) 
(£960-£1,200 women) permissible after one year on 
£1,000 men and £800 women. 

(c) There are sufficient senior posts, beyond 
Assessor Grade II, with salaries up to £2,850 p.a., to 
ensure adequate career prospects to all successful 
applicants. 

Application forms and further details from: 
Public Service Attaché, RHopesta House, 429 Strand, 
London, W.C.2. 


A CHARTERED OR INCORPORATED Accoun- 
tant is required by Brooke Bonp & Co. LTD., as 
Assistant Accountant at their London Head Office. 
Age not more than 28, preferably with some ex- 
perience since qualifying. A commencing salary of 
up to £1,000 per annum will be paid to the right 
man, with excellent prospects. Contributory Pen- 
sion Scheme. Applications should be addressed to 
The Secretary, Goulston Street. E.1. 


A COMMERCIAL organisation in British West 
Africa requires an experienced accountant with 
knowledge of port and shipping accounts. Candidates 
should not be older than thirty-five and should be able 
to show that they possess initiative and constructive 
approach to accounting problems. Commencing 
salary of £1,250 per annum subject to experience and 
qualifications, free furnished accommodation, medi- 
cal services and first class passages, family allowance, 
contributory pension fund providing guaranteed 
benefits which include widows’ and children’s pen- 
sions. Initial kit allowance of £75, Colonial rates of 
income tax, tours of 21 months followed by sub- 
stantial leave on full pay. Apply to Box No. 405, c/o 
ACCOUNTANCY. 


A QUALIFIED Accountant or Cost Accountant is 
required to assist an executive of a nationally-known 
Company. This post, which is based in London, offers 
excellent prospects to a keen young man with drive 
and initiative. A small amount of travelling may be 
required. Applicants not 32 should send full particu- 
lars of age, qualifications, experience and salary 
required to Box No. 401, c/o ACCOUNTANCY. 


ACCOUNTANT (Senior) with sound experience of 
auditing work required on staff of City firm of 
Chartered Accountants. Permanent position with 
good prospects. Write, stating age, experience, and 
salary required to Davie, PARSONS & Co., 6 Bishops- 
gate, E.C.2. 


AUDIT CLERKS. Many vacancies waiting for Senior, 
Semi-Senior or Junior. Call TH’s AGENCY, 
Coleman St., Moorgate, E.C.2. 


APPLICANTS with the necessary experience re- 
quiring BETTER positions as Senior, Semi-senior 
and Junior AUDIT CLERKS should contact us. 
We have a good selection. Other Professional and 
Commercial posts available. Hotmes Bureau, 10 
Queen Street, E.C.4. City 1978. 


AUDIT CLERKS required for BULAWAYO office 
of professional firm of Chartered Accountants in 
Southern Rhodesia. Duties cover writing up books 
and preparing final accounts. Special consideration 
given to middle-aged men requiring secure employ- 
ment. Salaries from £960 depending on experience. 
Passage paid. Apply quoting OSS.51/14 to Overseas 
TECHNICAL Service, 5 Welldon Crescent, Harrow, 
Middlesex. 


AUDITING/ACCOUNTANCY: Opening for keen 


man, age 30-36, with old-established St. Albans 
practitioner; good opportunity (at modest commenc- 
ing remn.) leading to Partnership when qualified. Able 
to handle audits to final a/cs plus simple Tax/Compy 
work: some travel: pleasant working conditions. 
Write details education, expce. and present employ- 
ment to Box No. 406, c/o ACCOUNTANCY. 


GOLD COAST—ACCOUNTANT. A _ vacancy 
Occurs on the staff of an old established professional 
firm for a young qualified man. Salary commencing 
£1,200 per annum: kit allowance £60. Car purchase 
assistance and adequate allowance. Furnished quar- 
ters provided. Income Tax approximately £45 p.a. 
which leaves a substantial margin for savings. Tours 
of eighteen months with generous leave on full salary 
on completion. Provident Fund. Apply Box No. 806, 
ao ADVERTISING Ltp., 18-20 Regent Street, 


LONDON Firm has vacancy for a senior assistant, 
Chartered or Incorporated, under 35 years with 
sound professional training and experience. Salary 
and prospects will accord with experience and ability. 
Pension Scheme. Write with full details to Box No. 
403, c/o ACCOUNTANCY. 


MARTIN, FARLOW & CO., Kingsley Hotel, 
London, W.C.1, have vacancy for qualified audit 
assistant. Salary according to experience. Pension 
scheme. Please state age when applying and give 
details of training and experience. 


OLD-ESTABLISHED medium-sized firm of Char- 
tered Accountants in central London wish to engage: 

(a) Qualified Accountant, from £750 p.a.; 

(6) Senior about to take final examination, from 
£600-£650 p.a. according to experience. 

(c) Taxation assistant with knowledge of basic 
principles and some experience, from £550 p.a.; 
good opportunity to train for Institute of 
Taxation examination. 

Interviews can be arranged in London, Manchester 

or Scotland. Box No. 902, Pratr & Co., Hanover 
Court, Hanover Square, London, W.1. 


PRICE WATERHOUSE & CO. have openings in 
their Paris office for qualified accountants (single men 
preferred) which offer unusual opportunities for wide 
and varied experience and future professional pro- 

for men with initiative and ability. Previous 
nowledge of French not required. Good startin 
salaries, pensions and five-day week. Write to 4 
Avenue de l’Opéra, Paris 2, giving full particulars of 
age, education, qualification and experience. 


QUALIFIED ACCOUNTANTS, aged over 30, with 
experience in engineering industry, required by firm of 
professional consultants. Commencing salary not less 
than £1,250. Please submit full details to Box No. 
404, c/o ACCOUNTANCY. 


QUALIFIED MAN required for senior post on the 
audit staff of a City firm of Chartered Accountants. 
Good salary and prospects for a capable young man 
intending to make his career in the profession. Write 
fully to Box No. 407, c/o ACCOUNTANCY. 


(Continued on page xxix.) 


HERE'S A YOUNG FELLOW 
WHd 
MIGHT HELP 


OUNG?... well, 

a “Fellow” any- 
way, and young as 
50 years in advertis- 
ing have permitted. 

Lively ideas in 
Pictorial and Verbal 
Design and Cunning 
Plans of one kind and 
another for success- 
ful advertising, con- 
tinue to flow from 


Geoffrey Heighway 
F.LS.A.C. 
Incorporated Consultant 
FLEet Street 2985 
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Hotels and Restaurants 


Since 1899 Hammersley, Kennedy & Co. have 
specialised in the sale and valuation of hotels 
and catering businesses, to the total exclusion of 
any other branch of estate agency. The partners 
are members of the leading professional bodies. 


19 HANOVER SQUARE, LONDON, W.1 


Telephones: MAYfair 6857 and GROsvenor 4950 


AA 2 TTI. 
Offices: 


CRO AMIE 


[ HAVE CLIENTS 


desiring to arrange mortgages on 
a Trustee basis, secured upon 
first class commercial and indus- 


trial properties, with guaranteed 
covenants. These mortgages are 
suitable for investment by a 
Trust Fund, Pensions Fund or 


XXix 


any Charity Fund, and could 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 

received from past students will be sent on request. | 


CUCTOGEEAEEOREOESECOEEE 


APPOINTMENTS VACANT 


(Continued from page xxviii.) 


QUALIFIED SENIOR AUDIT CLERKS required 
for professional firm in SOUTHERN RHODESIA. 
Initial salary in region of £1,320 per annum according 
to qualifications and experience. Three-year contract, 
passage paid and allowance made towards wife's 
passage. Apply quoting OSS.51/13 to Overseas 
TECHNICAL Service, 5 Welldon Crescent, Harrow, 
Middlesex. 


SECRETARY. A vacancy occurs in a company 
engaged in the Entertainment Industry in South 
London for a Company Secretary. The duties will 
involve supervision of the administration of the 
company, together with detailed administration and 
organisation of the accounts department. Apart from 
the normal accounting duties, the applicant must have 
experience in cost and factory accounting. Applica- 
tions in the first instance in the applicant’s hand- 
writing, stating full details of past and present 
experience and salaries earned and required should be 
made to Box No. 400, c/o ACCOUNTANCY. 


SENIOR Audit Clerk required by Incorporated 
Accountant. Progressive position. Applications in 
writing stating full details of experience and salary 
required, to R. G. H1LTon, Incorporated Accountant, 
Elms Chambers, Bradley Street, Castleford, Yorks. 


THE INTERNAL AUDIT Department of a substan- 
tial commercial organisation wishes to engage a 
recently qualified Accountant for service overseas. 
A constructive outlook will be essential to success as 
the approach to the work will be as an aid to manage- 
ment which should lead to promotion within the 
Group. 

The commencing salary will be £1,150 per annum 
with furnished accommodation provided and allow- 
ances for wife and children. Service will be in West 
Africa and first class passages to and from will 
include the family. 

Write to Box No. 396, c/o ACCOUNTANCY. 


VACANCIES available for qualified Accountants in 
South America, West Indies, Rhodesia, Kenya, Far 
East and the Continent. Call Bootu’s AGENcy, 80 
Coleman St., Moorgate, E.C.2. 


HOTELS 


FOR THAT EXAMINATION IN LONDON! 
Stay at the BONNINGTON HOTEL 
All rooms with central heating, telephone and radio, 
Fully Licensed 
Room and Breakfast 30/- 
BONNINGTON HOTEL, SOUTHAMPTON ROW 
W.C.1 Tel. HOLborn 6525 


ARTICLED CLERKS 


GRADUATE from College of Commerce and 
Economics, Baghdad, holds Iraqi Government 
Scholarship, would like to take articles. Reason- 
able premium will be paid. Please apply to Cul- 
wat “hanes, IrRaQi Empassy, 22 Queen’s Gate, 


GRADUATE of University of Wales (B.Comm.), 
holds Iragi Government Scholarship, wishes to 
take articles. Reasonable premium will be paid. 
Please apply to Cultural Attaché, Iraqi Emsassy, 
22 Queen’s Gate, S.W.7. 


REVISION TESTS by PERT for the Society’s 

exams. Model Answers spotlight your errors; Tutorial 

criticism fully explains them. Pre-ExAMINATION 

eg Tests Ltp., 5 Beulah Road, Tunbridge 
ells, 


J MAXWELL SIGNY 


MORTGAGE AND DEBENTURE BROKER 
6 NORFOLK STREET, 


Tel: COVent Garden 0455/1091 


bear interest at 6 to 64% per 
annum. 


Full details from 


LONDON, W.C.2 


Y | | J 


APPOINTMENTS 
REQUIRED 


AVAIL yourselves of our services in filling your Staff 
Vacancies—COMMERCIAL or PROFESSIONAL. 
Selected Applicants only. HoLmes Bureau, 10 Queen 
Street, E.C.4. City 1978. 


MISCELLANEOUS 


FOR SALE, OLIVER TYPEWRITER Model 21. 
Tabulator Keyset action, 18 in. carriage, in perfect 
condition. £30. WALLER 27 Fitzroy Square, W.1. 
Euston 1328. 


NAME PLATES FOR ACCOUNTANTS, in bronze, 
brass and plastics.—Send wording and size for free 
estimate and layout to ABBEY CRAFTSMEN LTD., 78 
eenane Street, London, N.W.1. Tel. EUSton 


OLD AND NEW 
SAVINGS CERTIFICATES 
Yields and values of ALL issues (including 10th) in 
booklet from J. K. Read, 24 West Leigh Road, 
Lammack, Blackburn, Lancs. Price 3s. 3d. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage depart- 
ment. Applications for a limited number of invest- 
ment agency appointments are invited from pro- 
fessional accountants. Write for particulars to 
Box No. 315, c/o ACCOUNTANCY. 


WAKEFIELD COLLEGE OF INCOME TAXA- 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in Income 
Taxation. Course for the Associateship Examination 
of the Institute of Taxation. Also non-examination 
courses. Prospectus free from the Principal, Dept. 
A6, 29 Barstow Square, Wakefield. 
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Equity é Law 


ASSURANCE SOCIETY 


20, LINCOLN’S INN FIELDS, LONDON, W.C.2 


Published by THE Society OF INCORPORATED ACCOUNTANTS at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, London, W.C.2 
and Printed in Great Britain by THE SHENVAL Press, SIMSON SHAND Ltp., London, Hertford and Harlow. October, 1956. 
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